AUDIT REPORT
10 |
THE CONGRESS OF THE UNITED STATES

BUREAU OF INDIAN AFFAIRS
DEPARTMENT OF THE INTERIOR

FOR THE FISCAL YEARS ENDED JUNE 30, 1952 AND 1953

BY
THE COMPTROLLER GENERAL OF THE UNITED STATES

) ’jAO Wash., o.c.

COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON 28

MARL D 1G5E

svlAan

B-114868

" Honorable Sam Rayburn

Speaker of the House of Representatives
Dear Mr. Speaker:

Herewith is a copy of our report on the audit of the
Bureau of Indian Affairs, Department of the Interior, for
the fiscal years ended June 30, 1952 and 1953. The audit
was made by our Division of Audits pursuant to the provisions
of the Budget and Accounting Act, 1921 (31 U.S.C. 53), and
the Accounting and Auditing Act of 1950 (31 U.S8.C. 67).

The report is also being sent today to the President,
United States Senate.

Sincerely yours,

e A - Z./‘Z‘?/

Hasistant Comptroller General
of the United States

Enclosure



Contents

GENERAL COMMENTS

HISTORY AND ORGANIZATION
Origin and purpose
Organization and management

ACTIVITIES _ .
Source and use of funds
Health, education, and welfare |
Hospital, disease preventive, and curative services
Recovery of costs
Collection of fees
Staffing difficulties
Educational assistance, facilitles, and services
Bureau schools
Johnson-0'Malley contracts
Welfare and guidance services
Placement and relocation
Maintenance of law and order
Resources management
Irrigation and power

Construction
Repayment of irrigation construction costs

Authority for construction of new irrigacion

proJjects

Operation and maintenance of irrigation proJjects

Financing of operation and malntenance ac-
tivities on Indlan irrigation projects
Collection of reimbursable operation and
malintenance appropriations
Assessments for operation and maintenance
costs
Request for reimbursable appropriations based
on irrigation project acreage not used or
irrigated
Operation and maintenance of power systems
San Carlos Project
Project pumping
Power revenues used for construction
Title to distribution and transmission
lines
Flathead Project
Colorado River Project
Forest and range management
Forest management
Sustalined yileld management
Timber sales
Timber sold under contract

Timber sold under permit
Indian free use
Timber cut in trespass
Recovery of administrative expenses
NavajJo Tribal Sawmill administrative ex-
renses
Range management
Grazing trespass
Collection of grazing permit issuance fees
Protection of forest and range lands
Wildlife resources
Soll and moisture conservation
Activities on intermingled land areas
Weed control
Roads and tralls :
Supervision of construction by Buresu of Public
Roads
Transfer of roads
Reimbursement of maintenance expenditures
Agricultural and industrial assistance
Agricultural and home extension services
Credit
Revolving loan fund
Other loan funds
Management of Indian trust property
Changes in policies on Indian property
Land acquisition
Land disposition
Mineral leasing
Other leases
Patents-~in-fee and certificates of competency
to Indlans
Backlog on land transactions
Withdrawal program

GENERAL AND FINANCIAL ADMINISTRATION
Financial statements
Procurement
Property management
Augmenting of appropriations for "General Administra-
tive Expenses"
Limigations Imposed by appropriation acts and other
acts
Passenger motor vehicles
Personal services, construction
Accounting and internal control
Indian Service Special Disbursing Agents
Internal auditing

SCOPE OF AUDIT

116
120



Schedule Page

SCHEDULE
Power systems--statement of revenues and ex-
penses for 1952 and 1951 1 122
APPENDIX
Organization chart 125

&

REPORT ON AUDIT
OF
BUREAU_OF INDIAN AFFAIRS
DEPARTMENT OF THE INTERIOR
FOR_THE FISCAL YEARS ENDED JUNE 30, 1952 AND 1953

The Division of Audits, General Accounting Office, has made
an audit of the BUREAU OF INDIAN AFFAIRS, Department of the
Interior, for the years ended June 30, 1952 and 1953, pursuant to
the Budget and Accounting Act, 1921 (31 U.S.C. 53}, and the Ac-
counting and Auditing Act of 1950 (31 U.S.C. 67).

GENERAL COMMENTS

The Constitution of the United States vested in the Federal

Government exclusive power to regulate commerce with Indian tribes.,

In 1789 Congress established the War Department upon whose Secre-
tary devolved all matters relating to Indian affairs (1 Stat. 49,
50). The Bureau of Indian Affairs passed from military to civil-
ian control in 1849, when Congress established the Department.of
the Interior (9 Stat. 395) and provided for the Secretary of the
Interior to exercise the supervisory and appellate powers formerly
exercised by the Secretary of War in relation to all acts of the
Commissioner of Indian Aifairs. The Bureau is responsible for:
1, The trusteeship relating to Indian moneys, lands, re~
sources, and ocher assets held in trust by the Federal

Government.,

2, Development, protection, and effective use of Indian
lands, resources, and other assets.



3. Providing services to the Indians not otherwise available
to them, including education, health, and general welfare.

The administration of the Bureau is vested in a Commissioner
appointed by the President on the recommendation of the Secretary
of the Interior subject to confirmation by the Senate. The Com~-
missioner is under the supervision of the Assistant Secretary for
Public Land Management, Department of the Interior. The present
Commissioner, Glenn L. Emmons, was appointed August 10, 1953,
succeeding Dillon S. Myer. _

At June 30, 1953, the Bureau had a central office located in
Washington, D.C., 11 area offices, and 582 other installations in
the United States and Alaska. At June 30, 1953, the Bureau had
13,435 employees compared with 12,924 at June 30, 1952.

Based on a reported population of 410,000 Indians, the Bureau
has about 1 employee for every 30 Indians. Since the net appro-
priation for fiscal year 1953 exceeded $85,000,000, the Bureau has
received and expended more than $200 during the fiscal year for
each and every one of the 410,000 Indians reported, irrespective
of the extent of service rendered. Some of these Indians, how-
ever, receive no direct services from the Bureau.

During the past 30 c¢dd years the Congress has carried on many
investigations and issued reports on the activities of the Bureau
of Indian Affairs. In addition, the General Accounting Office has
issued several reports relating to funds and securities of the

several Indian tribes. We made reference to these reports during

our audit, and we noted that certain deficiencies included in the

reports are still applicable to the Bureau of Indian Affairs.l

The following comments are of primary significance in this
report.
1. Authority of Secretary of the Interior

to grant patents-in-fee and certificates
of competency to Indians

Trusteeship of the Federal Government over individually owned
Indian land is usually terminated by a patent-in-fe2 or a certifi-
cate of competency issued by the Secretary of the Interior after
an application by the Indian. The termination of trusteeship of
individually owned Indian land may, therefore, be prevented
through fallure of the Indian to make an application, Because in
most cases taxes are imposed only on lands held by Indians who re-
ceive a patent-in-fee or a certificate of competency, the failure
to make application may be intentional in many cases,

The Solicitor of the Department of the Interior ruled on
February 15, 1954 (M-3618L4), that:

"The statutes? authorizing the Secretary of the Interior

to issue patents in fee to Indian allottees or to the

heirs of such allottees do not permit him to issue such

patents unless the allottee or his heirs have made an

application for the issuance of such patents. As the
issuance of a patent in fee abrogates the tax exemption

of land covered by the patent, the requirement of an
application by the allottee must be implied. %%V

15ee among others S. Doc. 263, 70th Coné., 2d sess.j S, Doc. 310,
78th Cong., lst sess.; H. Rept. 2503, 82d Cong., 2d sess.}

H. Rept. 2680, 83d Cong., 2d sess.j; General Accounting Office
Report I-17218, April 1, 1952, pursuant to S. Res. 147, 82d Cong.

2Acts of February 8, 1887, as amended (25 U.S.C. 349}, and May 29,
1908 (25 U.S.C. 40L).



Failure of Indians to apply for certificates of competency
and paténts-in-fee on allotted landsl imposes obstacles to the
withdrawal program. Except for certain trust or restricted lands
owned by the Osage Tribe, Five Civilized Tribes, and some of the
Indians in Nebraské, only lands owned by Indians with certificates
of competency or patents-in-fee are subject to the taxes that
states levy on their citizens. The states are reluctant to under-
take the services of the Bureau of Indian Affairs so long as the
lands are free from taxes. Moreover, it is the Bureau'’s conten-
tion that some states would not desire to take over the responsie-
bility of furnishing services to Indians without additional moneys
because taxes on Indian lands would not supply sufficient funds to
pay for the additional expenses the states would incur in under-
takihg to supply the additional services.

House Concurrent, Resolution 108, Eighty=-third Congress, first
session, declared that:

"x¥¥% it is the policy of Congress, as rapidly as possi-

ble, to make the Indians within the territorial limits

of the United States subject to the same laws and en-

titled to the same privileges and responsibilities as

are applicable to other citizens of the United States,

to end their status as wards of the United States, and

to grant them all of the rights and prerogatives per-

taining to American citizenship; and *#%% the Indians

within the territorial limits of the United States

should assume their full responsibilities as American
citizens %k, n

1Allotted lands are those which were granted to individual Indians
pursuant to authority in specific treaties or general statutes, .
Unallotted lands are those which belong to the Indian tribes.
Both allotted and unallotted lands are held in trust by the Gov~
ernment for the Indians. '

The land problem, in our opinion, is basic to the objectives
of an orderly withdrawal program. Until a solution is found, how-
ever, for the obstacles which have influenced the Indians to re-
frain from taking the initiative in obtaining patents, the Bureau
will not be able to effectuate the policy of the Congress enunci-
ated above, The withdrawal problem has been further complicated
by the fact that the courts have held that the Secretary of the
Interior may not issue patents-in-fee, with respect to trust lands
in a tax-exempt status, without the consent of the Indian c¢n-
cerned. A further discussion on the granting of patents~in~fee

and certificates of competency to Indians appears on pages 98

to 100,

2, Interest paid by Treasury on Indian trust funds
and interest charged on revolving fund loans

Certain Indian tribes have large balances of tribal funds in

the Treasury that draw 4 and 5 percent interest. Some of these
tribes, at the same time, have outstanding funds borrowed from the
Government at much lower interest rates, generally 1 or 2 percent.
To deprive the Indians of the incentive for such transactions, we
are recommending that the Secretary of the Interior provide that
new loans from the revolving fund shall include charges for inter=-
est at rates not less than those paid to the borrowing Indians
for funds maintained by them on deposit in the Treasury.

We are recommending also that the Congress consider enacting
legislation to provide that the payment of interest on intgrest-
bearing Indian trust funds on deposit in the Treasury shall be at

the average interest rate paid on other Government indebtedness.

A further discussion of interest rates appears on pages 89 to 91,

5)



3. Noncompliance with laws

Our audit disclosed certain instances of noncompliance with
laws, congressional instructions, or congressional intent. To
prevent the recurrence of such action in the future and to
strengthen congressional control, the following violations of law
or neglect to comply with congressional instructions or intent are
called to the special attention of the Congress.

a. San Carlos Irrigation Project--The Bureau has used the rev=

enues derived from the sale of power by the San Carlos Power Sys-
tem to finance new construction costs. Legislation relating to
the San Carlos Project shows clearly that the use of power rev-
enues for new construction is without authority of law. More than
$800,000 had been expended from power revenues for this purpose at
June 30, 1953. For a further discussion of this matter, see
page 66,

b. Recovery of reimbursable road maintenance expenditures--

The Bureau has falled to enforce collections from the Navajo Tribe

of the amount due to the Govefnment for reimbursable maintenance
expenditures on sections of Federal Aid lighway 666 and State
Highway 68 in the Window Rock area. At June 30, 1954, reimburs-
able expenditures of $330,594 on these two highways had not been
collected or recorded on the books of the Bureau as receivables

from the Navajo Tribe as required by law (43 Stat. 606, 55 Stat.

207). These expenditures were made annually over a l7=-year period

from 1932 to 1949, inclusive. Moreover, under the act of April 4,

1910 (25 U.S.C. 145), any tribal funds held by the United States
are to be applied to reimbursable accounts. At June 30, 1954, the
Nava jo Tribe had more than $15 million of tribal funds on deposit
with the United States.

In response to our inquiry, we were informed by the Adminis~
trative Assistant Secretary that the subject reimbursable charges
would be recorded as amounts due to the Government. The Bureau
is opposed, however, to enforcing collection from the Nava jo Tribe
at this time because of its intention to secure cancellation of
the charges by special legislation or by use of the Leavitt Act
(25 U.S.C. 386a). |

Inasmuch as (1) specific legislation requires the reimburse-
ment of the subject maintenance expenditures from the Navajo Tribe
and (2) the Navajo Tribe had more than 15 million dollars of
tribal funds on deposit with the United States at June 30, 1954,
we are recommending that the Secretary of the Intzrior enforce
collection as required by the act of April 4, 1910 (25 U.S.C. 145).
Under this act any tribal funds held by the United States are to

be applied to reimbursable accounts. A further discussion of

this matter appears on pages 85 and 86.

¢. Passencer motor vehicle limitation--The Bureau violated

the limitations in the appropriation acts on the number.of passen=-
ger motor vehicles that could be purchased by means of classifying

as trucks purchases of business coupes.

The Bureau purchased 20 vehicles in 1953 and 13 in 1952 which

were clagsified as "trucks, coupe pickups."™ These automobiles



were actually business coupes with chassis constructed and de-
signed primarily for passenger-carrying vehicles. The only added
feature was the addition of a box attachment. Through this means
the Bureau exceeded the limitations in the appropriation acts on
the number of passenger vehicles that could be purchased. Further
comments relating to the passenger motor vehicle limitation appear
on page 114,

L. Augmenting of vpropriations for

"General Administrative Expenses"

During the fiscal years 1952-54 and continuing in 1955, the
Bureau augmented its annual appropriations for "CGeneral Adminis-
trative Expenses" from funds appropriated by the Congress for
those years for other purposes. Bureau obligations for "General
Administrative Expenses" incurred for the fiscal years 1952-55
compared with appropriations made for this purpose are summarized.

GAE obligations

(lzrgglg?E From other
ap- & b

Appropriation Total proﬁriationg pgi:g;s

1952 $3,525,647 $3, 560,144 $3,494,319 65, 8252
1953 3,525,647 i,351,808 3,482,611 ’ 863:19;
1954 3,000,000 4,389,375 2,986,790 1,402,585
1955 2,750,000 L,778,084b 2,750,000 2,028,084¢

Incomplete because scme area offices did not report to the
Bureau's central office all such financing.

bEstimated.
CAllotted.

The funds for general administrative costs in excess of appro-
priations were derived primarily from appropriations for (1)

health, educatien, and welfare services, (2) resources management ,

and (3) construction.

The Bureau's budget justifications . ovmitted to the Congress
in support of its request for funds for "General Administrative

Expenses" have not made adequate disclosure of its procedure for.

financing general administrative costs. This Bureau practice

serves to nullify the a _on of the Congress in appropriating for
"General Administrative Expenses®™ amounts smaller than those re-
quested by the Department of the Interior and, in effect, diverts
funds appropriated for programed activities. Consequently, con-
gressional control over the use of appropriated funds is seriously
weakened.,

To provide the Congress with a proper basis for (1) evaluat-
ing the Bureau's annual performance of prescribed programs and
(2) appropriating funds for the costs of general administration

over such performance, we are recommending that the budget esti-

- mates and justifications by the Bureau of the Budget, the Depart-

ment of the Interior, and the Bureau of Indian Affairs disclose
fully the manner and means of financing the Bureau of Indian

Affairs! costs of general administration. Further comments on
the augmentation of appropriations for "General Administrative.
Expenses® and our specific recommendations to the Bureau of the

Budget, the Department, and BIA appear on pages i1l to 114,

5. Recovery of costs for meéical,
hospital, and dental services

Under the act of May 9, 1938 (52 Stat. 312), and the Code of
Federal Regulations (25 C.F.R. 84.8), Indians eligible to receive

medical, hospital, or dental services are expected to pay fees,



based upon cost of service, as specified by the Commissioner of
Indian Affairs; and free services need not be given to Indians who
are financially able to pay such fees and refuse to do so. The
Bureau has no standard procedure, however, for verifying an
Indian's ability to pay for such services. Moreover, at June 30,
1953, the Commissioner of Indian Affairs had not Specified any
fee schedules for Indians receiving medical, hospital, or dental
services. At some hospitals no charges have been made to Indians,

and at other hospitals where certain costs of medical services

have been collected, the amounts collected haye been nominal.

Peraons not otherwise entitled to hospitalization in Bureau
hospitals, except for emergency care, and Indian employees of the

Bureau and members of their families are required also to pay for

hospital services rendered (25 C.F.R. 84.12 and 85.5). At some

hospiﬁals, however, the fees charged were not adequate to recover
the costs as prescribed by the Secretary's regulations, and little
or no collection effort was made where payments had not been re-

ceived when bills were rendered.

We &are recémmending to the Secretary of the Interior and the
Bureau to take appropriate action to reduce the net cost of pro-
viding medical, hospital, and dental services. Specific recommen-

dations and further comments on this matter appear on pages 41

to 43,

10

6. Collecfiom of reimbursable irrigation o eration
and malntenance assessments —

Collections of irrigation operatior and maintenance assess-

ments which were paid previously from reimbursable Federal appro-
priations are required by law (25 U.S.C. 385) to be reimbursed to
the United States Government. At June 30, 1953, however, this
type of collection, except for one project, has been deposited by
the Bureau into the applicable pProject trust fund. The funds
available for operation and maintenance of irrigation projects
have thereby been supplemented.

In May 1951 a separate miscellaneous receipt account (Symbol
No. 143558) for recoveries on account of reimbursable irrigation
maintenance charges was established by the Treasury at the request
of the Department of the Interior. In April 1952 the Executive
Officer §f the Bureau notified the field offices (ordef 506, sup-
plement 14) that appropriate accounts should be established to
properly identify operation and maintenance collections which are
required'ﬁo be deposited in the United States Treasury under this
receipt. symbol. One of the required deposits is "All collections
of operation’and maintenance assessments, the charges for which
were paid previously from reimbursable Treasury appropriations."
Nearly 2.9 million dollars of reimbursable appropriations were
made from July 1, 1948, to June 30, 1953, whereas only $24L was
deposited into the Treasury as miscellaneous receipts for recov-
eries on account of reimbursable maintenance charges during the

same period.

11



The accounting records maintained by the Bureau do not permit
a precise determination of the amounts collected which had previ-
ously been financed from reimbursable Treasury appropriations or
the amounts by which operation and maintenance funds have been
supplemented in fiscal year 1953 and prior yeafs.

To assure the proper application of collections and the re-
covery of amounts due to the Government, we are fecommending that
the Bureau's records be maintained in a manner that will disclose
adequately the collections of assessments financed by reimbursable
appropriations. Further comments on reimbursable irrigation and

maintenance assessménts appear on pages 59 to 61,

7. Irrigation operation and maintenance assessment

rates are inadequate to cover costs

Although'it is the stated policy of the Bureau of Indian
Affairs to charge irrigation water users amounts for delivery of
water sufficient to cover all operation and maintenance costs on
most projects and to place irrigation projects on a self-
sustaining basis, on certain Indian irrigation projects the
assessment rates were not sufficient to recover the operation and
maintenance costs. We are recommending that the Bureau set
assessment rates on Indian irrigation projects that are adequate
to cover all opération and maintenance costs in accordance with
the Bureau's stated policy. For a further discussion of this

matter, see page 61,

8., Power purchased for resale

The San Carlos Power System purchases power from non-Bureau

sources for the purpose of resale to commercial and industrial

12

concerns, electric utilities, and others. The history of the leg-
islation authorizing the development of electric power by the
Bureau of Indian Affairs at the San Carles Project (45 Stat. 210)
indicates that the generation of power was intended to be incident
to the operation of project irrigation facilities. in the past
few years, however, about‘one-third of the total electrical energy
available has been used for irrigation pumping. The major portion
of the power available has been sold to commercial and industrial
concerns and to electric utilities. Although the Coolidge Reser-
voir, from which the power system generates its hydroelectric
power, has been less than half full since construction, the Bureau
has constantly increased its power purchases to take care of con-
tinually expanding power contract commitments. The amounts of

purchased power have increased steadily. In the period 1929-30

- only 1 percent of the total energy available was purchased com-

pared with 77.7 percent purchased in calendar year 1952. See

page 64 for a further discussion of power purchased for resale.

9. Power for project pumping
furnished without charge

For the period 1935-52 about one-third of the total electri-
cal energy delivered by the San Carlos Power System has been used

for irrigation pumping. The beneficiaries of this power are the

.San Carlos Irrigation Project water users, most of whom are non-

Indians. The Bureau has not charged the water users for this
service. Consequently, at December 31, 1952, the Bureau reported

a cumulative deficit from power for pumping operations of

13



$1,677,064. Moreover, based on Bureau recbrds, the cumulative
deficit from power for pumping operations resulted in a net proj-
ect deficit from all operations of $258,158 at December 31, 1952.
This is significant because specific laws (45 Stat. 2103 31 U.S.C.
7258=-3) provide that part of the net power revenues are to be used
to repay the Government for the cost of the San Carlos Irrigation
Project.

In May 1953 the San Carlos Project engineer submitted to the
director of the Bureau's Phoenix area office a proposed rate sched-
ule applicable te electric service supplied to project irrigation
pumps. We were informed, however, that at June 1954 the proposed
rate schedule had not been approved, and that collections had not
been made from the water users for the power used to operate the
project pumps,

We are recommending that the Secretary of the Interior and
the Commissioner of Indian Affairs take immediate action to oper=-
ate the San Carlos Power System on a sound financial basis so
that increased net power revenues may be available to repay the
Government for the cost of the San Carlos Irrigation Project as

provided by law. Further comments on this matter appear on

page 65,

'10. Inadequate fiscal records on administrative
expenses agincaBle to timber sales

Under the act of February 14, 1920, as amended (25 U.S.C.
413}, and regulations prescribed thereunder, a sufficient deduc-
tion is to be made from the gross proceeds received from timber

sold under the Bureau's supervision to cover administrative

14

expenses. The amounts so collected are required to be deposited
into the Treasury as miscellaneous receipts, except when the ex-
penses of the work are paid from tribal funds, in which event they
are credited to such funds.

The regulation prescribed by the Secretary of the Interior
(25 C.F.R. 61.25) lists the items of cost to be considered in the
recovery of administrative expenses. The Bureau's fiscal records,
howéver, do not provide for obtaining such costs.

To determine accurately the extent to which administrative
costs are covered by deductions from gross timber sale proceeds,
we are recommending that the Bureau maintain appropriate fiscal
records in conformity with the applicable regulation. Under var-
ious agreements with Indian tribes the amount of timber proceeds
to be deposited into the Treasury as miscellaneous receipts for
repayment of administrative costs is dependent upon accurate de-
termination of the administrative costs incurred in the sale of

timber. Further comments on this matter appear on pages 72 and

73.
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11. Recovery of administrative expenses
at Navajo Tribal Sawmill

For the period 1948-52, about $39,600 is due the Bureau from

the Navajo Tribe for recovery of administrative expenses in con-
nection with services performed for the Navajo Tribal Sawmill.
The Bureau has not charged for this service as reduired by the
applicable regulation. Moreover; in fiscal year 1954 the Bureau
issued instructions that no deduction is to be made from stumpage
used by the Navajo Tribal Sawmill to cover administrative expenses
for fiscal year 1954 and all previous years. The retroactive
waiver_taken by the Bureau appears plainly to be in excess of the
authority granted to the Commissioﬁer by the regulation.

We are recommending that the Bureau enforce the regulation
requiring the charge of fees for such administrative services.
Such action will reduce the amount of administrative expenses to

be borne by the Federal Govermnment. For a further discussion of

this matter, see pages 74 and 75.

16

12. Soil conservation activities
on intermingled land areas

A duplication of effort exists when the Department of Agri-
culture and the Bureau of Indian Affairs perform soil conservation
activities in a geographical area in which Indian and non-~Indian
lands are intermingled, such as in eastern Oklahoma.

To overcome such duplication of effort, we are recommending
that the Secretary of the Interior negotiate voluntary agreements
with the Secretary of Agriculture to provide for only one of these
two agencies to carry out soil conservation activities in geo-
graphical areas where Indian and non-Indian lands are intermingled.
A further discussion of this matter appears on pages 82 and 83.

13. Procurement practices and procedures

Our review of the Bureau's procurement practices and proced-
ures disclosed numerous deficiencies and recurring irregularities.
Important regulations by the General Services Administration and
Bureau manual rcquirements were violated or circumvented. For
example, open market purchases of General Services Administration
stock items were made without necessary clearances, employees
without delegated procurement responsibilities handled entire
transactions, standard procedures did not exist for determining
the availability of items in storerooms before issuing purchase
orders thereby resulting in excessive purchase orders being issued,
and goods and services were reordered under terms of contracts
which had expired.

We are recommending that the Bureau take affective action to

eliminate the numerous deficiencies and recurring irregularities

17
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in sound procurement practices and procedufes. Further comments
on this matter appear on pages 104 to 106,

14. Deficiencies in property management

Our audit disclosed serious deficiencies in property manage-
ment, i.e., control, care; and use of Federal Government property
and supplies. Although a property management program,ﬁas insti=-
tuted in 1950 and certain deficiencies were corrected, all prop-
erty and equipment owned were not recorded properly on the
Bureau's records at June 30, 1953. Property and equipment records
were not always maintained, were maintained inadequately, or were
not kept in accordance with provisions of the Indian Affairs
Manual. In one area large quantities of materials were in excess
of the needs of the branch that purchased or ordered them. At
Mount Edgecumbe, Alaska, large quantities of military surplus
equipment and stores, which had never been inventoried, were on
hand but no efforts had been made to formally disﬁoée of this
excess.

The usage of motor vehicles in various areas showed that
motor vehicle needs should be reexamined. In certain areas some
motor vehicles received little or no use during the year. In
one area the control of vehicles was vested in the branch financ-
ing the purchase of the vehicle, and the branch, rather than the
property management section, was responsible for the operation and
maintenance of the vehicle. There were no consolidated garages

or effective malntenance programs in this area.

18

In one area several operating branches of the Bureau operate
independent heavy equipment shops. Duplicate levels of supervi-
sion and parts storehouses result where two or more of these shops
operate in the same general location.

To prevent the repetition of the serious deficiencies in
property management disclosed by our audit, we are recommending
to the Bureau an aggressive program of instruction and supervision
by area and central office officials. Further comments and spe-
cific recommendations on this matter appear on pages 107 to 110.
15. Indian Service Special Disbursing Agents

The Bureau has bonded disbursing officers, called Indian
Service Special Disbursing Agents, who perform commercial banking
services for individual Indians and Indian tribes. These agents
also have bonded assistants known as Deputy Disbursing Agents.

The Bureau reported that these fiscal agents handled more than
88,0C0 accounts with balances of more than 61,000,000,

Our audit disclosed many deficiencies in the accounts and
procedures of the Indian Service Special Disbursing Agents
(ISSDA's) and their deputies. For example, control over individ-
ual Indian monesys was completely inadequate, the individual ac-
count ledger and supporting records of receipt and disbursement.
were generally in deplorable condition, certain accounts were
apparently overdrawn, and collections were not deposited promptly.
Moreover, in many instances responsible Bureau officials at field
locations showed little concern regarding the poor condition of
the ISSDA records and the weaknesses and deficiencies in the

procedures followed.

13



In fiscal year 1952 the Bureau discovered that a Deputy Dis-
bursing Agent had embezzled more than $20,000 from a number of
Indians during the period 1945-51. This matter has been referred.'
to the Department of Justice. The employee is in prison, however,
on a separate embezzlement charge in a case brought to court by
the Veterans Administration.

Similarly, embezzlement by a Bureau-authorized collector
agent of more than $750 in collections belonging vv the Government
was disclosed by our audit in July 1953. The estimated amount
embezzled was recovered from the employee. At November 1, 1954,
although this matter had been investigated by the Department of
the Interior, a report had not been written and the case had net
beer referred to the Department of Justice for possible criminal
action against the employee.

To discharge satisfactorily its responsibility for handling
individual Indian money accounts, we are recommending that the
Bureau take aggressive action to insure that procedures and regu-
lations outlined in the Indian Affairs Manual are followed closely.
We are recommending alse that the Department of the Interior make
prompt investigation of cash irregularities which have been dis-
closed, so that reports may be issued promptly to the Department
of Justice if criminal presecution appears warranted. We believe
that prompt criminal prosecution orf embezzlements would have a
marked salutary effect on the operation of the Bureau's collecting
and disbursing agents. See pvage 117 for further comments on Indian

Service Special Disbursing Agents.

20

16. Internal auditing
Since its inception in January 1953, the internal audit staff

has been occupied mainly with operating and administrative duties
rather than internal auditing. In view of the disclosure during
our audit of numerous widespread deficiencies in the accounts and
financial administration of the Bureau, we believe the need exists
for considerable development of the internal audit organization
and an enlarged scope of internal audit work. We are recommending,
therefore, that the Bureau take appropriate action to bring into
effect a program of this nature. PFurther comments on internal
auditing appear on page 119,
17. Transfer of hospital administration

and facilities to the Public Health Service

By the act of August 5, 1954 (68 Stat. 674), the maintenance

-

and operation of hospitals and health facilities for Indians was
transferred from the Bureau of Indian Affairs, Department of the
Interior, to the Public Health Service, Department of Health,
Education, and Welfare. The transfer does not become effective
until July 1, 1955, The Bureau has had considerable difficulty in
recruiting medical personnel due tec various reasons, such as low
salaries pald under Civil Service and lack of accreditation of
Bureau hospitals as teaching hospitals by the American Medical
Association. Officials of the Department of the Interior and
Bureau of Indian Affairs have stated that the Department of Health,
Education, and Welfare and the Public Health Service could attain
health objectives of the Indian more quickly than the Bureau of
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Indian Affairs. Further comments on the tfansfer of hospital

administration and facilities appear on pages 43 and 44,
18. Recoupment of Federal aid

under Johnson-0O'Malley contracts

Various acts passed by the Congress contain provisions for

recoupment of Federal aid advanced to states for construction,

enlargement, and improvement of local school facilities. The re-

coupments were required generally within a period of 30 years,
plus 3 percent interest. Prior to 1949 recoupment of Federéi aid
was to be made by reducing or eliminating tuition payments to the
states for the education of Indian children. In the past few
years, however, the stated policy of the Bureau is to negotiate
Johnson-0'Malley contracts on a basis of need and not on a pér
capita basis. In negotiating Johnson-O'Malley education contracts,
the Bureau considers the recoupment payment as part of the finan-
clal need of the state, county, or district. This procedure has
the effect of converting said Federal aid funds into a Federal
grant. The Bureau adds the payment for recoupmeﬁt plus interest
to the operating costs to be borne by the Bureau in determining |
the amount needed, from which the amount for recoupment plus in-
terest is then deducted. Consequently, there is no recoupment.
Our audit disclosed also that Johnson-0O'Malley contracts

entered into by the Bureau were not always made on the basis of

‘need. In one instance the records of the school district receiv-

ing Federal aid showed a surplus. Further comments on this matter

appear on pages 47 and 4§

19. Collectibility of many revolving fund loans

is doubtful
At June 30, 1953, the amount due the revolving fund for loans

to Indian tribes, corporations, credit associations, cooperative
agssociations, and enterprises totaled $10,190,941. The collecti~
bility of many of the loans included in this balance is doubtful.
At June 30, 1953, more than 4.5 million dollars or about 44 per-
cent of the balance had been used for loans to four Alaskan salmon
canneries and to villages in southeast Alaska. Because of the un-
favorable fishing seasons, the Bureau had two special credit
operation studies in Alaska made by management consultants during
fiscal year 1953. These special studies listed rany weaknesses
in the operation of the canneries and made recommendations thereon.
At October 1, 1954, however, no action had been taken by the Bureau
on the recommendation in the studies, but the matter is under ad-
visement.

In addition to balances of loans to Indians and Indian tribes,
the Bufeau reported under 25 U.S.C. 145 at June 30, 1953, more
than $73,000,000 in reimbursable appropriations as due the United
States under 605 accounts from 44 identifiable Indian tribes.
See pages_87 to 92 for a further discussion of the Bureau's credit

activity.
20. Accounting deficiencies

Our audit disclosed numerous deficiencies in almost every
phase of accounting operations, particularly on irrigation and

individual Indian money accounts. Deficiencies in accounting for



irrigation costs is particularly signifiéaht because most of the
funds expended for irrigation purposes are reimbursable. We have
- reported many of the deficiencies to the Commissionef and have
‘made recommendations thereon for corrective action. We beliesve
the adoption of the recommendations made in the-area audit reports
.will'result in greater efficiency and economy in the Bureau.

Early in calender year 1953 the Bureau installed a new ac-
'counting system through the joint efforts of the Bureau, the
Division of Budget and Finance of the Department of the Interior,
and the Accounting Systems Division of the General Accounting
Office. The present prescribed accounting system is adequate,

It is based upon recognized brinciples of accounting. Our audit
disclosed, however, numerous deficiencies in the accounts and

that there is need for substantial improvement. A further discus-
. slon on this matter appears on pages 115 to 119 and pages 59 to 61

21. Limitation on personal services,

construction appropriation

The construction appropriation for fiscal year 1952 included
é limitation on personal services of $2,642,950. This limitation
was applicable only to the $10, 575,000 appropriated for construc-
tion for fiscal year 1952. The Bureau's methods of commingling
and not segregaﬁing the different year construction funds made it
impossible to ascertain the degree of compliance with the limita-
tion on personal services i:om construction funds. Even if the

moneys were segregated, the effectiveness of the limitation was

greatly reduced because the next preceding and next succeeding
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year of appropriated construction funds contained no personal
service limitations. For fiscal year 1955, however, the appropri-
ation language on limitation for personal services strengthens the
congressional control over such expenditures. The maintenance of
adequate records by the Bureau should make the limitation more
effective in the future. See page 115 for a further discussion

of limitation on personal services, construction appropriation.
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HISTORY AND ORGANIZATION

ORIGIN AND PURPOSEI

Under the Articles of Confederation (1777) Congress was given
excluslive power of "regulating the trade and managing all affairs
wlth the Indians, not members of any of the States, provided that
the leglslative right of any State within its own iimlts be not
infringed or violated." The Confederation made no material modifi-
catlons of policy, but in a treaty with the Delawares in 1778 it
gave the Indians the right to send delegates to the Congress if
they chose. Thus was initiated the idea of an Indian state in the
unlon, a proposal which was to be repeatedly advocated for over a
century.

Article I, section 8, clause 3, of the Constitution of the
United States vested in the Federal Government exclusive power to
regulate commerce with Indian tribes. In 1789 Congress estab-
lished the War Department, upon whose Secretary the President
placed responslbility for all matters relating to Indlan affairs
entrusted to him (1 Stat. 49-50), In 1790 Congress passed the
first act to regulate trade and intercourse with Indian tribes and
conferred extensive regulatory powers on the President (1 Stat.
137). In an effort to restrict the evils of private trading,
trading houses under Government ownership were authorized in 1796
(1 Stat. 452), 1In 1806 a provision was made for a superintendent
of Indian trade to serve as a permanent central agent for direct-
ing Government trade with the Indians (2 Stat. 402)., Persistent
opposltion by private ftrading interests resulted in the abolition
of thls office 1n 1822 (3 Stat. 679); 2 years later the Bureau of
Indian Affairs was established. In 1832, a Commissioner of Indian
Affairs was appointed (4 Stat. 564) to take charge of all matters
arising out of relations with the Indians, and in 1834 the Depart-
ment of Indian Affairs was organized as an agency of the Depart-
ment of War (U4 Stat. 735).

The Bureau of Indian Affairs passed from military to civilian
control in 1849 when Congress established the Department of the
Interior (9 Stat. 395) and provided for the Secretary of the Inte-
rior to exercise the supervisory and appellate powers formerly ex-
ercised by The Secretary of the War Department in relation to all
acts of the Commissioner of Indian Affairs.

lConsiderable data in this section was obtalned from the "Handbook

of Federal Indian Law" compiled by Felix S. Cohen, former chair-
man, Board of Appeals, Department of the Interior.
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In 1869 Congress created the Board of Indian Commissloners
(16 stat. 13, 40) in an effort to correct mismanagement 1ln the pur-
chase and handling of Indian supplies. Thils board was composed Oi
hot more than 10 individuals who were appolnted by, and reported
to, the President and exerclsed control over Indians Jointly with
the Secretary of the Interior. In 1870 the board was empowered
(16 stat. 335, 360) to supervise all expenditures of money appro-
priated for the benefit of Indians and to inspect all goods pur-
chased for the Indlans. The Board of Indian Commissloners, which
was entirely independent of the Bureau of Indlan Affairs, func-
tioned until 1933 when it was abolished by Executive Order 6145,
The Secretary of the Interlor now has sole supervision over public
business relating to the Indians and the Commlssioner of Indian
Affalrs has sole supervision over the management of all Indian aﬁ—
falrs and of all matters arising out of Indian relatlons under the
direction of the Secretary of the Inbterlor and according to regu-

lations prescribed by the President.

Realization of the inexpediency of treating the Indian tribes
as self-governing entities led in 1871 §16 Stat. 566) to the a?an—
donment of the policy of regulating Indian affalrs by treaty%h nTh
favor of congressional legislation and simple agreements, al oug,t
exlsting treatles were not thereby impaired. With the abandogmen
of treaty making, the reservatlon system remalned the dominan
characteristic of Amerilcan Indian policy.

assare of the Dawes Act in 1887 (24 Stat. 388—3892 pro-
videdTgﬁaE ind%vidual Indlans might recelve a "trust patent'(%%lot-
ment system) from the Government for an allotment of land 2? he
tpibal reservation. Though the Dawes Act made it-basic po cy?
the allotment of land to individual Indians had aiready been gar-
ried out in prior years. At the end of a 25-year trust perlod,
full control of the land was to pass to the individual Indian.

This act was amended several times.

| v b v follow
The Dawes Act further provided that cltlzenshlp was to

automatically upon the grant of a trust patent, The Burkz Aitb?f
1906 (34 Stat. 182-183) facllitated the greant of full con §od1 Vi
providing that the trust perlod might be shortened 1f4th§t ? gno)
was able to manage hils own property. 19.19}9_§_}afug,}“°ﬁ?ﬁ;j?éﬁ
conferred citizenship on all honorably discnargea _L(LU.id.IL bUtuEULb
who asked for the privilege. Further, on June 23 }92 5 agiacc
(43 Stat, 253) confarred ciltizenshlp on all non01tlzen~1n Iinuas
born within the territorial limlts of the Unilted Stateb.f 6 ghe
provided also that such grant shall not 1ln any manner affec
right of any Indian to tribal or other property.

Snyder Act
assed on November 2, 1921, kmown as the et
), provided that, "The Bureau of Indiag Affairsm;;*
ongress
11 direct, supervise, and expend such moneys as 3 _
??gmltime to’timg approériate, for the beneflt, cgig,"and asglst
ance of the Indians throughout the Unilted States ¥¥**,

An act g
(42 Stat. 20
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On May 21, 1934, an act (48 Stat. 787) was enacted which re-
pealed 12 sectlons of the Unlted States Code that placed restric-
tions upon civlil llbertles in Indian country. Thls statute marked
the first step of freeing the Indians and the Indian Service from
laws chat had been made obsolete by changed conditions.

An act passed on April 1€, 1934, as amended (25 U.S.C. 452-
456), known as the Johnson-0'Malley Act, authorized the Secretary
of the Interior to enter into contracts with any state or terri-
tory, or political subdivision therecf, or with any state univer-
slty, college or school, or wlth any appropriate state or private
corporation, agency, or institution, for the education, medical
attentlon, agricultural assistance, and social welfare of Indians.
This act provided the means for integrating Indians with the gen-
eral populace by facllitating the obtaining of services for Indlans
through the same channels as are available to the general citi-

zenry.

Tribal self-government

Recognition of the soverelgn rights of Indian tribes was
voiced in 1832 in the case of Worcester v. Georgia (Pet. 515) when
the Supreme Court of the Unlted States through C. John Marshall
declared that Indian tribes were entltled to exercise their own
Inherent rights of soverelgnty insofar as they were consistent
with Federal law.

Officlal congressional ‘recognition of this sovereignty, how-
ever, did not appear until many years later with the passage of
the Indian Reorganization Act (48 Stat. 984), approved June 18,

1934,

The Indian Recrganlzation Act provided the legal machinery
for facllitating tribal self-government. Speciflcally 1t is an
act:

"to conserve and develop Indian lands and resources; to extend
to Indlans the right to form busliness and other organizations;
to establlsh a credit system for Indlans; to grant certaln
rights of home rule to Indlansj to provide for vocational
education for Indians; and for other purposes.”

The act was subsequently amended on June 15, 1935 (49 Stat, 378),
to define electlon procedures for the holding of elections under
the provisions of the act. Almost a year later, May 1, 1936, the
President gave his approval to the Alaska Act (49 Stat. 1250),
whilch extended certaln provisions of the Indian Reorganization Act
to the Territory of Alaska, and provided for the deslgnation of
Indlan reservatlons in Alaska, and for other purposes, Of major
importance also was the passage of the Oklahoma Indian Welfare Act
(49 Stat. 1967) which was approved June 26, 1936, and which ex-
tended to the Oklahoma Indians the right to share in the program
of self-government, corporate organization, credit, and land pur-

chase,
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The Indian Reorganlzation Act carrled a provislion which speci-
fied that the act shall not apply to any reservation whereiln a
majorlity of the adult Indlans, voting at a speclal electlon duly
called by the Secretary of the Interlor, shall vote against 1ts
appllication., The act placed the responslbility upon the Secretary
of the Interlor to conduct such electlons within one year after
the passage of the act. The amendment of June 15, 1934, extended
the voting perlod an additional year. Nelther the Alaska Act nor
the Oklahoma Welfare Act contalned such a provision.

During the 2-year voting perlod 258 elections were held., The
results of the electlons are as follows:

181 tribes

Voted to accept the law
77 tribes

Voted to reject the law

Fourteen tribes, exclusive of Oklahoma and Alaska, dld not have an
election, and by the provisions of the Indlan Reorganlzation Act,

1t automatilcally applied to them.

At June 30, 1953, the status of tribal organization can be
summarized as follows:

Organized pursuant to acts of Congress:
Operating under constitutions
Operating under charters
Operating under constitutions

adopted prlor to the passage of
congresslonal acts

182 tribes
154 tribes

4 tribes

At the same date 22 additional Indlan tribes, not organized under
congressional acts, operated under constitutions.

Function of the Bureau of Indian Affalrs

The function of the Bureau of Indian Affairs 1s to carry ocut
the responsibility of the United States, by treaty or otherwise,
for the assimilation of Indian groups and individuals. The maln
objectives of the Bureau as set forth in the Official Organlzation

Handbook of the Deparitment of the Interior may be enumerated as

AACASANA M N W Ih W a

follows:

1. The creation of conditilons under which the Indians wlll
advance their soclal and economic adjustment in a complex

world. :

2. The adaptation of native institutions and attitudes to
best secure such adjustment.

3, The organization of Indian trilbes to enable them to manage
theilr own affairs,

4, The terminatlon, at the appropriate time, of Federal super-
vision and services speclal to Indlans.
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Policles of the Federal Government toward the Indlans have
varied wldely over the years. Treatilies were negotiated by the
Government wlth various Indian tribes until prohibited by Congress
in 1871 (16 Stat. 544, 566)., From 1871 to 1934 dealings with
Indlans were based malnly on legislation of the Congress, while
from 1934 to the present the tendency toward greater responsibil-
ity for the Indians to manage their own affairs has prevailed.

The Bureau of Indian Affalrs has the responsibility for:

l. The trusteeshlp of Indlan moneys, lands, resources, and
other assets held in trust by the Federal Government.

2. Development, protection, and the effective use of Indian
lands, resources, and other assets.

3. Providing services to the Indians not otherwlse avallable
to them, including educatlon, health, and the general wel-

fare,

The annual report of the Commlssioner, Bureau of Indian Affairs,
to the Secretary of the Interior for the fiscal year ended June 30,
1949, states in part,

"The Goal"

"The United States has two responsibilities Howard the
Indian people: to protect their property, and to provide
services not otherwise avallable to them., The Govern-
ment!s protective function was not imposed. It was an
obligation assumed in part payment for value recelved.
*%*% As a coordinate of thils program, the Government must
intensify its efforts to train Indlans, to secure them

in good health, and to work toward placing them in commu-
nitles where they can support themselves, when such sup-
port cannot be obtained in the reservation areas. The
ultimate purpose of Indlan policy 1is to attain the objec-
tive stated by Thomas Jefferson: !'The ultimate point of
rest and happiness for them (the Indians) 1is to let our

: o~ e PR By ¥ - A K JPP DR
ttlements and thelrs meet and blend together, %o inter
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mlx, and become one people,

It should be recognized that, under the policy of Indlan as~
similation, the Bureau of Indian Affairs must eventually transfer
its responsibilities in part to the individual tribes and 1in part
tc various other Federal agencies and state and local governments
which normally provide such services to non-Indian citizens.

"Who 1s an Indian?"

An important'Problem exists with respect to the definition of,
"Who is an Indlan?”" There are the cultural, bilologlcal, and legal
aspects to this question, Our comments are confilned to the legal

aspects.
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Congress has enacted various laws defining an "Indian" for
special and speciflec purposes, such as education provisions of the

-Indian Reorganization Act and others. The definitions of an

Indian in these laws are inconsistent with one another. The Bu~
reau has used 1ts Judgment in applylng such definitions. Generally,
1t appears that elther a person with one-quarter or more degree of
Indlan blood or a descendent of a member of a recognized tribe is
considered to be an Indian. No conslstent basis, however, has
been used; as an example, the respective tribes who obtained char-
ters, under the Indian Reorganization Act, were allowed to pre-
scribe the requisites for tribal membership. Such requisites vary,
to a large extent, between the respective tribes.

On January 12, 1954, the Secretary of the Interior approved a
survey team report on reorganization of the Bureau. The survey
team recognlzed the problem that no one can answer precisely the
guestion, "Who 1s an Indian?" The report concluded that: "The
question 1s complex, but until it 1s settled by law, the problem
remains open~ended and not even a gradual narrowing of the limits
of Federal responsibility will be possible." Companion bills were
introduced 1n both houses of the 83d Congress, second session (H.R.
7445 and S. 2797) to define an Indlan for the purpose of providin
speclal Federal services and for other purposes. At June 30, 195%,
these bills were not reported on by the committees to which re-
ferred,

Expansion of activities
of the Bureau of Indian Affairs

The following summary of appropriations and the number of em- .
pPloyees shows the growth of the Bureau since 1900,

Number of

employees
Fiscal year at June 30 Appropriations
%ggg (not aVﬁilable) $ 8,288,160
- 11 18
1920 5,542 1122522%11
- 1930 15295 18,879,036
1940 12,977 35,410,671
1950 13,565 67,469,746
1953 13,435 87,080,407

Flscal period |

(i1nclusive) LAppropriations
1901-1910 $ 106,122,000
1911-1920 107,824,000
1921-1930 138,273,000
1931-1940 267,733,000
1941-1950 400,349,000
1951-1953 238,339,000
$1,258,640,000
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The summaries above are limited to direct appropriations by the
Congress to the Bureau. The report of the Commissioner of Indian
Affalrs for 1900 shows that total expenditures for the Indian
service from March 4, 1789, to June 30, 1900, were $368,358,000,
Inasmuch as only small amounts of funds appropriated to the Bureau
have been returned to the Treasury unexpended, the total direct
appropriations expended for the benefit of Indians from 1789
through June 30, 1953, are in excess of $1,626,000,000,

Desplte the vast expenditures by the Government for the bene-
fit of Indians in the past 160 years, the Bureau's progress of
integrating Indians with the rest of the population has been very
slow., At June 30, 1953, the Bureau stlll had jurisdiction of
about 60 million acres of Indian lands and ministered to the needs
of an Indian populatlon 1In the United States and Alaska of about
430,000 persons. The Bureau adminlsters some 5,000 laws and 370
treaties relating to Indians or Indian lands.

ORGANTIZATION AND MANAGEMENT

At June 30, 1953, the Bureau organlzation consisted of a cen-
tral office with various divisions in Washington, D.C., concerned
principally with staff functions, and 11 areas each consistling of
an area offlce patterned after the central offlice wlifh a varying
number of fleld installations in each area. An organization chart
of the Bureau is shown on page 125. During fiscal year 1954 the
number of area offices was reduced to 10 by the consolidation of
the. Albuquerque, New Mexico, and Window Rock, Arizona, area offices
at Gallup, New Mexico. The number of employees and lnstallations
in each area at June 30, 1953, 1s summarized.

Number and nature of 1instal-
lations reporting direct

Irriga- Admin- Number
Educa- tion and 1istra- of
Health tion power <lon Total employees

Area offlces:
Aberdeen, S. Dak. 12 64 4 13 93 1,489
Albuquerque, N. Mex. 8 33 b 4 kg 1,310
Anadarko, Okla. L 8 - Z 19 §2§
Billings, Mont. T 8 G 8 Bza 858
Juneau, Alaska 7 94 - 5 108a 1,155
Minneapolis, Minn. 6 7 - 6 21 684
Muskogee, Okla. 4 16 - 9 29 715
Phoenix, "Ariz. 10 29 13 9 61 1,822
Portland, Ore. 5 3 6 12 26 1,322
Sacramento, Calif. 2 - 8 5 15 177
Window Rock, Ariz. _8 _Th _2 12 _978 2,674
73 33C 46 90 550 13,142
Central office - = 1 31 _32 293
3 36 kM 12 582 13,43

8Includes the following miscellaneous activities: Juneau, 2 vessels;
Minneapolis, 2 sawmllls; Windew Rock, 1 range laboratory.

Most of the Bureau's permanent positibns are under the Classl-
fication Act of 1949. The number of employees in each activity of
the Bureau at June 30, 1952 and 1953, 1s summarilzed:

Number of employees
June 30, June 30,

: 1953 1952
Health, education,and welfare services:
Hospltal, disease preventive, and
curative services 3,008 2,999
Educatlonal assistance, facilltles,
and services b 306 4,230
Welfare and guldance services 112 84
Placement services 73 75
Maintaining iaw and order T4 .75
75,373 7,453

Resources management:
Forest and range lands §10 1L06

- Fire suppression 100 45
Agricultural and industrlal assistance 243 283
Soll and moisture conservation 350 240
Operation, repalr, and maintenance of

Indian irrigation systems 739 681
Operation and malntenance, power systems,

Indlan irrigation projects 146 137
Repair and maintenance of roads and trails 438 431
Development of Indlan arts and crafts 5
Management of Indian trust property 263 240
Repalr and malntenance of bulldings and

utilitiles 363 328
Weed control et 23

3,105 2,819
Construction:
Buildings and utilities hii 420
Roads and trails 644 323
Irrigation systems 393 386
1,448 1,129
General administration 632 62
Missouri River basin study 53 T4
Payment to Choctaw and Chilckasaw Natlons of
Indians - IR
Varlous actlvities supported by:
Indian tribal funds 448 387
Indian moneys, proceeds of labor 376 %09

877 884
13,435 12,924

—_——
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At June 30, 1953, the Bureau had 13,435 employees compared
with 12,924 at June 30, 1952, an increase of 511 employees. The
Increase was due princlpally to the addition of 321 -employees in
the construction of roads and tralls activity and 110 employees in
the soll and moisture conservation activity.
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ACTIVITIES

SOURCE AND USE OF FUNDS

Revenues collected by the Bureau are deposited in the Treas-

-ury. Except for miscellaneous recelpts deposited in the general

fund of the Treasury, all revenue 18 avallable for expenditure by
the Bureau of Indlian Affalrs. Total recelpts for riscal years
1952 and 1953 amounted to $37,196,754% and £30,368,909, respec-
tively. Miscellaneous receipts deposited in the general fund of
the Treasury during fiscal years 1952 and 1953 amounted to
$1,935,653 and $1,413,191, respectively, and were derived mainly
from fees to defray the Bureau's costs of administering the sale
of timber, recoveries of irrigation system reimbursable construc-
tion charges, sales of Government property, and rentals of land.
Recelpts avallable for expenditure were recelved principally from
Indian tribes, recoveries of lrrigation system reimbursable main-
tenance charges, sales of power and other utility services, and
sundry receipts deposited to the account "Indian Moneys, Proceeds
of Labor." The decrease in revenue during fiscal year 1953 com-
pared with fiscal year 1952 was caused principally by the payment

in fiscal year 1952 of $8,500,000 to the Menominee Tribe of Indians.

This payment resulted from a judgment in favor of the Tribe by the
United States Court of Claims (119 C.Cls. 832) in settlement.of
the Tribe'!s claims relating to the Bureau's mismanagement of
tribal trust property.
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As summarlized in the tabulation which follows, total funds
avallable to the Bureau amounted to $216,378,595 for fiscal year

1952 and $224,756,004 for fiscal year 1953.

A summary of the

source and application of funds for these years follows.

Funds avallable

Appropriations by the Congress
Less approprlation for liquida-
tion of contract authorization
Net increase (—decrease) in ad-
vance obllgations 1n Alaska
(58 stat, 266)

Reimbursements collected
Transfers from other Government
agencles
Recelpts:
Miscellaneous trust funds (tribal
funds)
Proceeds from revolving fund op-
erations
Indian moneys, proceeds of labor,
agencies, schools, etc.
Operatlion and maintenance, Indian
irrigation systems
Power systems, Indlan irrigation
projects
Fees for sale of timber
Repayment of irrlgation construc-
tion cost
Proceeds from other accounts

Total recelpts

Prior year balances avallable for
obligation:

Miscellaneous trust funds (tribal
funds)

Construction appropriation

Revolving fund for loans

Indlan moneys, proceeds of labor,
agencles, schools, etc.

Operation and malntenance, Indian
irrigation systems

Power systems, Indian lrrigation
projects

Other accounts

Total funds avalleble

Flscal year

1953 1952
$ 87,080,407 $ 73,590,408
1,380,000 1,745,000
—4,2096 106,118
85,696,111 71,951,526
551,772 562,735
382,403 833,140
19,545,914 28,922,021
2,727,989 1,474,527
2,526,445 1,141,059
2,267,167 1,895, T4k
1,678,738 1,646,582
655,992 471,197
299,477 1,043,890
667,187 601,734
116,999,195 110,544,155
84,584,800 79,715,267
16,604,626 20,072,028
1,426,602 1,534,934
1,426,253 1,638,887
1,422,738 1,221,029

884,061 -
1,407,729 752,295
107,756,809 105,834,440

224,756,004

$216,378,595
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Funds appliled

Health, esducation, and welfare
Resources management
Construction:
Buildings and utilities
Roads and tralls
Irrigation systems
Land acquisition

General administrative expense:
Departmental
Field

General tribal affairs:
Administration of tribal af-
failrs
Tribal attorney fees
Tribal council expense

Loans made from revolving fund

Treaty obligations

Missouri River basin study

Per capita payments to Indians

Actlvities supported by tribal
funds

Activities supported by Indian
moneys,; proceeds of labor

Total obligations lncurred

General fund recelpts deposited in
Treasury

Prior year appropriation balances
returned to Treasury

Other

Unobligated contract authority
rescinded (65 Stat. 265)

Unobligated balance at end of year

Total funds applied

Fiscal year

1953 1952

$ 50,123,440 $ 42,1@9,810
17,246,81 16,680,577
11,840,713 4,766,149
3,582,130 1,716,005
3,864,392 2,804,806
19,347,668 9,354,035
789,941 763,199
3,561,867 2,731,120
43351,808 3,494,_319
349,066 309,492
148,150 162,450
166,021 143,643
663,237 615,585
1,075,834 2,463,836
817,178 664,820
263,817 352,764
16,613,928 18,868,129
5,610,510 3,413,101
1,492,443 744, 065
117,676,677 101,831,191
1,413,191 1,935,653
498 9,874

22,607 20,880

- 4,240,000
119,112,973 108,037,598
105,643,031 108, 340,9972
$224,756,004 $216,378,595

@Includes $58%4,188 of unobligated funds not available for obliga-

tion, commencing with July 1, 1952,
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Appropriations by the Congress were for the following activi-

tles:

| Health, educatlon, and welfare
Resources management
P Construction
§ General adminlstrative expense
Revolving fund for loans :
Payment to Choctaw and Chickasaw Na-
| tions of Indlans in Oklahoma
- Prior years' power revenues made avalle
able untll expended
Commutation of treaty obligations,
Choctaw Nation of Indians in Oklahoma
Bayments to Loyal Creeks and Freedmen

Act, 1952 (65 Stat, T42

($875,000

$87,080,407

All fiscal year 1953 funds were appropriated under the Interior
Department Appropriation Act, 1953 (66 Stat. 448).
were appropriated by the Interior Department Appropriation Act,
1952 (65 stat, 252)($68,591,008); the Supplemental Appropriation

5 $é ); the Second Supplemental Apuro-
priation Act, 1952 (65 Stat. 761) ($635,000); and the Third Supp le-

Flgcal year

-

1253 1252

$51,801,000  $43,924,750
13,253,760 12,034 380
17,500,000 10,575,000
3.525.647  3.B25.647
1,000,000 800,000

- 2)'{', 155

- 1,721,496

- 385, 000

- 600,000

$73,590,408

The 1952 funds

mental Appropriation Act, 1952 (66 Stat. 101) ($3,489,%00).

Unobligated balances of $105,643,031 at June 30, 1953, con-
sisted of $102,704,852 of no-year funds avallable for obligation
and $2,938,17y of fiscal year 1953 funds which were not available
for oblligatlon after June 30, 1953. The balances avallable for

further ohligatlion consisted of:
Tribal trust funds

$ 80,259,312

Construction 13,764,401
Revolving fund for loans 3;997,780

j Operation and malntenance,
| Indian irrigation systems 1,689,427

+  Power. systems, Indian irriga-

tion projects 1,052,680
l Indlan moneys, proceeds of labor 1,577,792
- Other funds ' 363,417
$102,704,852

Comments on the Bureau's actlvities are contained in the following

sections of this report,
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HEALTH, EDUCATION, AND WELFARE

Bureau activities for health, education, and welfare are
conducted in Washington and the field under supervision of the
Assistant Commissioner for Community Services. Obligations for
these activities in fiscal years 1953 and 1952 are summarized.

Fiscal vear

1953 1952 Increase

Hospital, disease preventive,
and curative services
Educational assistance, facil~

$19,571,951 $16,489,54, $3,082,407

ities, and services 26,364,914 25,110,163 1,254,751
Welfare and guidance serv-

ices ' : 3’250’936 2’ 514'9’979 700,957
Placement and relocation 563,741 576,480 -12,739
Maintenance of law and order Ly . 898 453,704 -11,806

Total $50,193,440 $45.179,870 $5,013,570

Comments on these activities follow.

Hospital, disease preventive, and curative services

The Bureau's health program consists of (1) a medical care
and hospital program to care for sick Indians and (2) a disease
preventive program to improve health and reduce the incidence of
disease among about 300,000 Indians in the continental
United States and in the Territory of Alaska. The Bureau's health
services-for the Indian are carried out primarily in Bureau-owned
and -operated hospitals, sanatoria, and health and medical centers.
In addition, state, county, and local public departments under
contract with the Bureau furnish health and clinical services to
the Indian. The Bureau enters also into contracts with private

medical practitioners.

Bureau records show that 3,008 employees were engaged in hos-
pital, disease preventive, and curative services at June 30, 1953,
compared with 2,999 employees at June 30, 1952. About 20 percent
of the employees at June 30, 1953, were located in the Territory
of Alaska. Twenty of the employees at June 30, 1953, were located
at the central office in Washington.

For fiscal year 1953, the Bureau obligated $19,571,951 for
hospital, disease preventive, and curative services compared with
$16,489,54, in fiscal year 1952. These obligations were financed
in part by tribal funds to the extent of $200,120 in 1953 and

$185,520 in 1952,

Appropriated funds for medical services were first voted in
1832 and the first hospital for the care of Indians was constructed
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in 1884. It was not until 1911, however, that the Congress
greatly increased the appropriation for health work among the
Indians. Federal appropriations have increased from $40,000 in
1911 to $21,444,765 in 1953, an increase of more than 500 fold.
The greatest increase has occurred in the past 3-year period, as
shown in the following schedule: -

Fiscal years Appropriations

1911-1920 $ 2,415,000
1921-1930 - 8,637,270
1931-1940 38,619,190
1941-1950 74,164,850
1951-1953 52,737,132

$176,573 442

These appropriations exclude funds for the medical relief of na-
tives in Alaska.

Additional appropriations are made for hospital construction.
In fiscal year 1953 about 2.8 million dollars was provided for
this purpose. Consequently, funds for the Indian health program
for all purposes, during fiscal year 1953, totaled $24,244,765 or
about 28 percent of the total appropriation of the Bureau of
Indian Affairs.

The Bureau's health program developed chiefly because the
Indian could not obtain health services in any other way. The
Indian land is held in trust by the Federal Government and, there-
fore, the Indian residing thereon is not subject to state and lo-
cal land taxes. Consequently, the states usually do not provide
health services to the Indians and the Indian has become a special
responsibility of the Federal Government. The Bureau's health
program started to some extent in fulfillment of treaty obliga-
tions. The basic statutory authority for the conservation of
health among Indians, however, is the Snyder Act of 1921

(25 U.S.C. 13).

The stated objective in the health program of the Bureau is
to raise the Indian health standards to a point at least equal to
the national health standards. This objective is to be accom-
plished by (1) furnishing direct medical services to the Indians
and (2) securing medical services for Indians through state and
local governments. The ultimate objective is to effect a gradual
withdrawal of the Federal Government from the program.

The high mortality rate among Indians is caused principally
by the incidence of tuberculosis, pneumonia, syphilis, and
diarrheas of infancy. The tuberculosis death rate among Indians
as a racial group is far above the general population rate.
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In carrying out the Bureau's responsibility for medical and
dental care of Indians, the Bureau at June 30, 1953, had in opera-
tion 57 general hospitals and 3 tuberculosis sanatoria or a total
of 60 hospital facilities. Five of the facilities were classed as
medical centers. Fifty-three of the hospital facilities were lo-
cated in the continental United States and seven in Alaska. The
rated bed capacity of hospital facilities ranged from 5 beds in
Bethel, Alaska, to 369 beds in Mount Edgecumbe, Alaska. The total
authorized bed capacity at June 30, 1953, of 2,906 béds consisted
of 1,643 general medical and surgical and 1,263 tuberculosis.
During fiscal year 1952 the Bureau operated 62 hospital facilities
with an authorized bed capacity of 2,856 beds. The Bureau closed
two hospitals in fiscal year 1953 and one in fiscal year 1952.

In addition to the hospitals and sanatoria operated by the
Bureau, 116 contracts were executed with 59 hospitals and clinics
(state, county, and community) in l4 states and the Territory of
Alaska; hospital care was purchased from 140 other non-Federal
hospitals. A total of 264,400 patient days of hospital care was
furnished by these installations for fiscal year 1953 at a cost of
$2,579,170. In addition 34 contracts were executed with 23 local
and state government agencies to provide public health services
(such as nursing, sanitation, and tuberculosis control) at a cost

of $218,293.

" Tt is the policy of the Bureau to contract for the services
of local practicing physicians and dentists on a part-time basis
where adequate professional services can be obtained at reasonable
costs. Seventy-five doctors were employed by the Bureau on a part-
time basis at June 30, 1953, compared with 92 doctors and 4 den-
tists in June 1952. The Bureau had no information as to the
number of part-time contract dentists in June 1953. Our audit of
the Juneau area for fiscal year 1953 disclosed that some of the
doctors had been negligent in submitting required reports on work
accomplished for the Bureau. In our report to the Commissioner on
that area we recommended that appropriate steps be taken to en-

force the reporting requirements.

Recovery of costs

The Secretary of the Interior has defined Indians eligible
to receive the Bureau's health services in the Code of Federal

Regulations (25 C.F.R. 84.8) as:

"Al11 persons of Indian descent who are members of any
recognized Indian tribe now under Federal jurisdictionj;
all persons who are descendants of such mempers and who
reside within present boundaries of any Indian reserva-
tion and all other persons of one-half or more Indian

blood #*#%,"

41



The regulation further provides that:

"Indians receiving medical, hospital, or i
shal} be expected to pay such fges, gaseddgggilcgzgvgﬁes
service, as may hereafter be specified by the Commission
of Indian Affairs. Free service need not be given to I oF
dians who are economically able to pay such fees and ref-
gﬁsengaggr;oéf ﬁil gees gegeived shall be covered into

e Unite t i
ot My oLt B Stat.,312)?ﬁes as required by the Act

Our audit for fiscal year 1953 disclosed, however, that:

1. The Bureau has no standard i
) has procedure for verifying an
%ndlan’s ability to pay for medical services rgndgred.
sually the medical officer or a clerk at the hospital
g::;gss gg gagplclgateg in the decision as to whether a
ndigent and is not i i
patient furnis%ed. to be billed for medical

2. To June 30, 1953, the Commissioner of Indi i
not.specified.any fee schedules, for Indiaig ﬁgggizgngad
medical, hospital, or dental services, as required under
the Code of Federal Regulations (25 C,F.R. 84.8) based
upon the act of May 9, 1938 (52 Stat. 312). Consequently
at some hospitals no charges have been made to Indians. o

3 a

Appropriations for Bureau-o
perated health clini

ggrvices, nearly all of which are used to benefit 21?21%?2 ?gflth

ans, totaled more than 14 million dollars in fiscal year 1953
?nd more than 11 mllllgn dollars in 1952. Reimbursements of med-
iggg,tggngiiésigd hosp}tallfervices given to Indians deposited
i y as miscellaneous receipts t
in fiscal year 1953 and $11,135 in 1952.p otaled only $15,340

. The Code of Federal Regulations (25 C.F.R. 8 i

also that persons not otherwise entitled to hoépiééiggagigglgss
Bureau hospitals (nonbeneficiaries) may receive emergency hospital
care when no other facilities are available, but shall pay a hos-
pltali?atlon fee based on the average annual per diem cost of
gperatlon and shall also pay the applicable fees for other serv-

ces rendgrgd. Indian employees of the Bureau and members of
%helr families are required also to pay for hospital services

25 C.F.R, 85.5). We noted, however, that at some hospitals the

. fees charged were not adequate to recover the costs as prescribed

by the Secretary's regulations Mor i

t t . eover, in some cases bi
medical services were not rendered and in’many cases where %iflgor
were presented, payments had not been received. In these latter
cases the Bureau made little or no collection effort.
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Recommendation

To reduce the net cost of providing medical, hospital,
and dental services, we recommend the following to the Secretary

of the Interior and the Bureau.

1. Establishment of a standard procedure for determining
whether a hospital patient is indigent or is able to pay
for services furnished. The procedure should include
checking the patients! resources by reference to welfare

records and Individual Indian Money Accounts.

2. Provision should be made for furnishing the area office
preparing bills for hospital services with the necessary
data on all hospital patients. This data should include
suitable information supporting the reasons for deter-
mining the indigency of patients not billed for services

rendered.

3, Consideration should be given to establishing fees for
certain medical services now furnished without charge by

hospitals to outpatients.

L. Appropriate measures should be taken to obtain reasonably
prompt payment for medical services billed.

Collection of fees

Fees collected from Indians for hospital services are re-
quired to be deposited into the Treasury as miscellaneous receipts,
whereas, collections from persons not otherwise entitled to serv-
jces (nonbeneficiaries) are required under the act of April 3,
1952 (25 U.S.C. 449), to be deposited to the credit of the appro-
priation from which the hospital services were provided. The
Bureau, however, has deposited collections from nonbeneficiaries
to the eredit of various hospital accounts for proceeds of labor.
Tt was not until May 20, 1954, more than 2 years after passage of
the act of April 3, 1952, that the Bureau issued instructions to
the field to begin depositing collections from nonbeneficiaries
in accordance with provisions of this act. -Proceeds of labor ac-
counts are available indefinitely for obligation. Appropriations
for hospital services are available for obligation only in the
year for which appropriated. Pursuant to our inquiry, the Bureau
advised us that the amount collected from nonbeneficiaries and
deposited to various hospital accounts for proceeds of labor to-
taled $110,495 for the period April 3, 1952, to May 20, 195k.

Staffing difficulties

The Bureau of Indian Affairs has had considerable difficulty
in recruiting physicians for services in Indian hospitals due
primarily to the shortage of physicians created by the war emer-
gencies, and the comparatively low salaries paid through the .years
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under Civil Service. Moreover, due to lack of accreditation of
Bureau hospitals as teaching hospitals by the American Medical

Association, the Bureau finds it extremely difficult to recruit
qualified medical personnel on a career basis.

Through an arrangement entered into with the United States
Public Health Service, Department of Health, Education, and Wel-
fare, in January 1951, medical students who received financial aid
from the Federal Government, and who were required to serve under
the military program for varying periods of time, have been as-
signed to the Bureau of Indian Affairs for duty in Indian hospi-
tals. The average term to be served by medical personnel assigned
from the military forces is 22 to 24 months. The use of these
doctors has been of considerable aid to the Bureau in staffing its

hospital facilities.

The Bureau of Indian Affairs employed 141 physicians at
June 30, 1953, compared with 133 at June 30, 1952. On these dates,
79 and 60 physicians, respectively, were commissioned officers of
the United States Public Health Service on loan to the Bureau on

' a reimbursable basis. Similarly, of the 38 dentists employed at

June 30, 1953, by the Bureau, 14 were United States Public Health
Service officers.

The recruiting power of the Public Health Service, which is
a career service, is much greater than that of the Bureau of In-
dian Affairs. Moreover, according to the Assistant Secretary of
the Interior and a former chief of the Branch of Health of the Bu-
reau, the Public Health Service is in a position to provide more
adequate medical care for Indian beneficiaries. This is true .
largely because all of the hospitals operated by the Public Health
Service are approved by the American Hospital Association. In ad-
dition, many of them are affiliated with leading medical schools
throughout the United States and have access to specialists in

various fields of medicine.

The act of August 5, 1954 (68 Stat. 674), provides for the
transfer of the maintenance and operation of hospitals and health
facilities for Indians from the Bureau of Indian Affairs, Depart-
ment of the Interior, to the Department of Health, Education, and
Welfare. To permit the two Departments primarily affected suf-
ficient time to prepare for the transfer, the effective date of
the act was established at July 1, 1955. The law bars the closure,
prior to July 1, 1956, of any hospital now in operation for a spe-
cific tribe or tribes of Indians without the consent of the tribe

or its organized council.
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Educational assistance, facilities, and services

p——

) One uf the primary activities of the Bureau of Indian Affairs
is to provide for the education of Indian children. The basic ob-
jective of_the education program is to secure for Indian children
the educational opportunities provided for other citizens. This
is accomplished primarily through the operation of Federal schools
and also by contracts with states and the Territory of Alaska for
the education of Indian children in the public school system. Ex-
penditures of Federal funds for education are limited by the act
of May 25, 1918 (25 U.S.C. 297), to children of one-fourth or more
degree of Indian blood. The act provides that:

"No appropriation, except appropriations made pursuant to
treaties, shall be used to educate children of less than
one-fourth Indian blood whose parents are citizens of the
United States and of the State wherein they live and where
there are adequate free school facilities provided."

A§ June 30E 1953, the Bureau had 4,106 employees engaged in
education activities compared with 4,230 at June 30, 1952. About
30.pergent of the employees were located in the Window Rock area
which includes the Navajo and Hopi Indian Reservations. Seventeen
gg5§he employees were located at the central office at June 30,

Obligations incurred for educational assistance facilities
and services totaled $26,364,914 for fiscal year 1955 compared ’
gigg Eggé%ig,l?B f3§ é952.M Of these amounts $754,931 was financed

s for ndian Moneys, Proceeds of Labor" i
funds in 1953 and $693,098 in 19§2. ort and tribal

About 156,000 Indians or 42 percent of the Indian 1lati
opulatio
in continental United States in 1950 were under 18 yearg gf age.n
At the same date about 38,000 Indians were illiterate, of which
about 25,000 were located in the Window Rock area. :

During the 1953 fiscal year, 100,883 Indian children betw

g and 18 years of age were enrolled in Bureau-operated schoolseggd

n public, mission, and private schools compared with 99,441 In-
dian children enrolled in fiscal year 1952. This represents 79
percent of the total Igdian children of school age in 1953 and 78
percent in 1952: Pertinent statistics on school enrollment and at-
tendance of Indian children for fiscal years 1953, 1952, and 1938
the first year for which comparable data is available, follow: ’



Fiscal vears

T 1952 138

Enrolled in Bureau schools:
Boarding schools
Other schools

1953
19,471 . 19,
1462723

Total

| Enro%iggiiésg;ggggreau schools: 51,417

16,865
36,19% 36,41k 21,261

Mi:giggisspecial, and private l0.272 10,067 7,09k
| Total 64,689 63,027 40,702
o)
Total Indian children enrolied e 100,887 9kl 64963
Inggag children not attending school 12,281 2,174 Qs 243
Definite data not available , 649 25 W43
To?gllgngézgs?hildren of school age 127.21 128.1 83 636

. 6 or over 18 years of
The schedule excludes Indian children uggzg ® er b or over 18

i About 2,800 chil er 18

age attending school. » 8C dren under © ars listed.
ttended school during eéac )

%ﬁzrzbggeaéihidule includes only children with one-fourth degree

or more Indian blood.

Bureau schools

The Bureau operated 4 ]
United States and Alaska during fisca
tistics on the number of Bureau schoo

1 years 1952 and 1953. Sta-
1s are summarized.

Fiscal years

1953 1952
Boarding schools, on reserva- » 31
tions
Boarding schools, off reserva- 18 18
tions 18 1e
Navajo community schools 52 e
Day schools
Alaska schools 9 97
Total 32 327

The 43 Navajo community schools for fiscal year_l953 included 5
trailer schools and 2 hogan schools on reservations.
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The average daily attendance for fiscal year 1953 of all the
Bureau schools was about 87 percent of the total enrollment, which
is comparable to the average for the United States. State compul-
sory school attendance laws are observed in most areas. Where
tribes have duly constituted governing bodies, these bodies must
consent to the application of state laws to the members of the
tribes residing on the reservation. Many tribes have adopted such
resolutions. Others have ordinances governing the enforcement of
compulsory school attendance. The Bureau's efforts have been di-
rected to secure regular atteniance of Indian children in school
through cooperation with parents, tribal organizations, and public
school officials. Our audit for fiscal year 1953 disclosed, how-
ever, that at some Bureau schools an effective program had not
been provided to obtain full attendance at schools. At one area
under the Bureau's jurisdiction no attempt was made by responsible
Bureau officials to enforce school attendance by Indian children
as provided by law (25 U.S.C. 282, 283, 284) and regulation (25
C.F.Re. l6l.65¥ prescribed thereunder. On the other hand, deserv-
ing and eligible Indian children are refused admission each year
to the Phoenix Indian School due to capacity enrollment, while
ineligible children are enrolled.

These and other deficiencies on education activities and rec-
ommendations thereon were included in our area reports for fiscal
year 1953 to the Commissioner of Indian Affairs.

Johnson-0'Malley contracts

Under the Johnson-0'Malley Act of 1934, as amended (25 U.S.C.
L,52-455), the Secretary of the Interior is authorized to enter
into contracts with states, territories, or political subdivisions
thereof for the eduction ¢f Indians and to expend under such con-
tracts moneys appropriated by the Congress for such purpose. Based
on this law, the Bureau negotiated contracts in fiscal year 1953
with 15 states, 28 school districts in 4 other states, and the Ter-
ritory of Alaska. The states and school districts were receiving
aid under these contracts for about 32,000 of the 54,417 Indian
children enrolled in public schools during fiscal year 1953.

Bureau records show that appropriated funds available for pay~
ments under Johnson-O'Malley contracts in fiscal year 1953 totaled
$3,071,145 compared with $2,590,565 in 1952.

Our audit disclosed that the Bureau of Indian Affairs is not
deducting from state contracts for education of Indian children
Federal funds expended for construction, enlargement, and improve-
ment of local school facilities. Various acts passed by the Con-
gress contained provisions for the recoupment of Federal aid plus
3 percent interest, generally within a period of 30 years. Recoup-
ment of Federal aid was to be made by reducing or eliminating tui-
tion payments for the education of Indian children. The act of

August 19, 1949, section 2 (63 Stat. 621-622), was the last act
containing this provision.
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Under procedures adopted by the Bureau, the recoupment and in-
terest payments under the Johnson-O'Malley contracts, have the ef=~
fect of ccnverting the original funds advanced to the states fqr
construction, enlargement, and improvement of local school facili-
ties into a Federal grant. The Bureau adds the amount of phe pay-
ment required for recoupment, plus interest, to the operating
costs to be borne by the Bureau in determining the amount of fi-
nancial aid needed by the state or school district. The 1n91u51on
of the amount of the required payment for recoupment, plus interest,
in the statement of financial need results in no recoupment being
made. The Bureau's records show that the original amount of the
recoupment involved about $1,400,000. The largest amount is due
from districts in the State of Montana. The Bureau's manual pro-
vides that these contracts be made on a need basis.

In response to our inquiry as to the Bureau's autpority for
the procedure outlined above, the acting executive officer of the

Bureau stated:

1. The Johnson-0'Malley Act, as amended, authorizes the
Secretary of the Interior to. perform any and all acts
necessary and proper for the purpose of carrying the
provisions of the act into effect, and negotiating of
contracts is such a necessary and proper act; and that
the fixing of suitable payments on a need basis is
dependent upon the inclusion of all items of expense

in the school budget.

2. The abrogation of recoupment is one of thé items in-
cluded in the Bureau's legislative program.

Our audit disclosed also that all Johnson-O'Malley contracts
entered into by the Bureau in the Phoenix area were not made on
the basis of need. In one instance the records of the school dis-
trict receiving Federal aid showed a surplus. In the report on
the area to the Commissioner, we recommended that future contracts
of this nature be based on financial need and be negotiated in ac-
cordance with the Bureau's stated policies in order to reduce the
cost of the educational program to the Bureau.

Welfare and guidance services

The objective of the Bureau's welfare and guidance services
is to assist Indians to attain a standard of living which will
meet the requirements of health and well-being and be conducive to
the full development of the respective capacities of the individ-
uval Indians. The Bureau's policy is to provide needed social serv-
ices and assistance on Indian reservations not obtainable from
other agencies, to work toward extension of all local, state, and
Federal welfare programs to include Indians, and to assist Indians
to develop their own social services.
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To carry out its responsibilities, the Bureau obligated
$3,250,935 in fiscal year 1953 for welfare work compared with
$2,549,979 in 1952. At June 30, 1953, there were 112 employees
engaged in this work compared with 84 at June 30, 1952.

The basic authority for the activity is contained in the
Snyder Act of November 2, 1921 (25 U.S.C. 13), which provided that
the Bureau would direct, supervise, and expend such moneys as Con=-
gress may from time to time ‘appropriate for the benefit, care, and
assistance of Indians throughout the United States. The Indian
Reorganization Act of 1934 (25 U.S.C. 454) authorized the Secre-
tary of the Interior to arrange with states or territories for the
education, medical attention, relief of distress, and social wel~
fare of Indians, and for other purposes. The annual appropriation
to the Secretary of the Interior includes funds for welfare serv-
ices to Indian children and adults in need of assistance. Author-
ity is granted to the Secretary of the Interior under the
Johnson-0'Malley Act (25 U.S.C. 452) to enter into contracts with
states, political subdivisions thereof, or private agencies for
the relief of distress and social welfare of the Indians.

The Social Security Act (42 U.S.C. 301-1351) contemplates
four types of direct aid by states, in cooperation with the Govern-
ment, to thelr needy citizens. These four types of aid are to de=-
pendent children, to the aged, to the blind, and to the permanently
and totally disabled. Bureau officials informed us that while
most states are cooperating fully in the application of the public

- assistance programs under the Social Security Act to Indians, cer=

tain states resist expenditures of state and local funds for gen-
eral assistance to aid needy Indians ineligible for aid under the
public assistance programs. In some cases this resistance is car-
ried to the point of not accepting applications from Indians for
general assistance. In the State of Oklahoma a number of Indians
who have been receiving assistance under the Social Security pro-
gram are being separated from the program because they own an in-
terest in land in excess of the property limitation for public
assistance recipients. Certain of these Indians are in need of
financial assistance, and, if aid is not available under the So-
X%?I.Security program, it must be provided by the Bureau of Indian
airs.

Placement and relocation

The Snyder Act provides that the Bureau may expend funds ap-
propriated by the Congress for the benefit, care, and assistance
of the Indians. Annual appropriations by the Congress provide
funds for a placement and relocation service in the Bureau of In-
dian Affairs to serve Indians on or adjacent to reservations or in
nonreservation areas such as Oklahoma.

The purpose of the placement and relocation program is (1) to

 develop opportunities for relocation and employment for Indians

from reservations in communities away from the reservation, (2} to
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encourage employable Indians and their families to take advantage
of such opportunities, and assist those who choose to relocate to
move away from the reservation and settle in these communities,

and (3) to assist them to secure employment of a permanent nature
and to adjust to the new living and working conditions encountered.

For fiscal year 1953 obligations for placement and relocation
services to Indians totaled $563,7L1, a decrease of $12,739 from
1952. Seventy-three employees were engaged in placement and relo-
cation activities at June 30, 1953, compared with 75 at June 30,

1952. '

Placement and relocation employees aie located in field of- .
fices at Chicago, Denver, Salt Lake City,* and Los Angeles as well
as at the central, area, and agency offices. The area and agency
placement offices deal with the Indians on or near Indian reserva-
tions and prepare for and facilitate the movement of Indians away
from area office jurisdictions. Field offices at the four cities
named above have the function of facilitating settlement of Indi-
ans within the geographical area under their jurisdiction. Since
fiscal year 1953, the Bureau has emphasized permanent relocation

rather than placement.

The Bureau's policy is to avoid duplicating services which
can be provided by other Federal, state, and local government agen-
cies. To this end the Bureau has entered into agreements for es-
tablishing a plan of cooperative action and defining and promoting
the relationship with the Bureau of Indian Affairs and the Bureau
of Employment Security, United States Employment Service, affili-
ated state agencies, and the Railroad Retirement Board.

A special assistance phase of the placement program includes
provision for transportation and temporary subsistence to Indians
who wish to relocate to obtain employment and are financially un-
able to do so.

The Bureau estimates that resources available on or near the
reservations can support only 60 percent of the estimated 91,000
Indian families living on or adjacent to reservation areas. Ac-
cording to Bureau statistics, about 40 percent of the Indian popu-
lation is under ‘18 years of agze. _

The survey team studying the organization and operations of
the Bureau in a report approved by the Secretary of the Interior
on January 12, 1954, recommended that a very substantial and rapid

lrhe Salt Lake City field office was transferred to Oékland,
California, on June 1, 1954.

expansion be made in the voluntary and permanent relocation pro-
gram. The report also urged that the results of the program be
watched closely to determine its effectiveness and the per capita
cost to the Govermment of administering to the needs of Indians on
reservations be compared with the cost of permanent relocation.

Maintenance of law and order

At June 30, 1953, the Bureau had 74 employees engaged in its
law and order activities compared with 75 at June 30, 1952. Obli-
%ations for this program were $441,898 in fiscal year 1953 and
#,53,704 in 1952. Of these amounts, $92,761 was financed from var-
ijcus tribal funds in 1953 and $114,870 in 1952.

The objective of the Bureau's law and order activity is to
furnish protection to the lives and property of Indians within the
Indian country through the development of programs for the preven-
tion of crime, the enforcement of Federal and tribal laws and reg-
ulations, and the transfer of responsibility for maintaining law
and order on Indian reservations to the states as rapidly as the
factors involved will permit.

The Bureau's stated policy is to encourage tribes to assume
an increasingly larger share of the responsibility for the mainte-
nance of law and order, and to seek extensiocn of state jurisdic-
tion and state laws to the Indian country. In this connection the
act of August 15, 1953 (67 Stat. 588), conferred jurisdiction on
five states, excepting certain reservations within three of the
states, dealing with criminal offenses and civil causes of action
committed or arising on Indian reservations within such states.
The act further provides that "The consent of the United States is
hereby given to any other State not having jurisdiction with re-
spect to criminal offenses or civil causes of action, or with re-~
spect to both, as provided for in this Act, to assume jurisdiction
at such time and in such manner as the people of the State shall,
by affirmative legislative action, obligate and bind the State to
assumption thereof." .

The act of August 15, 1953 (67 Stat. 586), rendered inappli-
cable outside of Indian country the Federal statutes prohibiting
the sale or gift- of intoxicants to Indians. The act provided also
that those statutes should not apply to any act or transaction
within Indian country if the act or transaction conformed to both
the state laws and ordinances duly adopted by the tribe having
jurisdiction over the particular area of Indian country. This
latter provision is, in effect, a local option affording each tribe
an opportunity to legalize intoxicants in its reservation in con-
formity with state law.
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RESQURCES MANAGEMENT

Bureau activities involving the development, conservation,
and utilization of Indian resources are coordinated in Washington
and the field under the Assistant Commissioner for Resources Man-
agement., Obligations for these activities in fiscal years 1953

and 1952 are summarized.

Increase
(—decrease)
Fiscal vear from pre-

1953 1952  ceding year
Operation and maintenance of

Indian irrigation systems § 2,832,402 $ 2,561,911 $270,491
Operation and maintenance,
power systems, Indian ir-

rigation projects 1,706,569 2,605,785 -899,216
Forest and range management 2,409,558 2,055,687 353,871
Fire suppression 112,028 241,791 -129,763
Soil and moisture conserva-

tion 2,357,842 1,503,072 847,770
Weed control 289,614 235,747 53,867
Repair and maintenance of

roads and trails 2,221,395 2,376,574 =155,179
Agricultural and industrial

assistance 1,868,619 1,749,090 119,529
Repair and maintenance of

buildings and utilities 1,896,781 1,870,525 26,256
Management of Indian trust

property . 1,512,137 1,436,755 75,382
Development of Indian arts :

and crafts 16,869 43,640 3,229

Total $17.246,81L $16,680,577 $566,237

Comments on these activities follow.

Irrigation and power

The Bureau's irrigation activities include the construction,
operation, and maintenance of irrigation and power systems. The
Bureau has more than 300 separate Indian irrigation developments
under its jurisdiction. These developments vary from tracts of a
few acres, irrigated by pumping or diversions from small streams,
to major projects of over 100,000 irrigated acres each containing
hydroelectric power features and extensive water and power distri-
bution systems. '

At December 31, 1952, the irrigation project lands under con-
structed works comprised 922,914 acres compared with 856,559 acres
at December 31, 1951. The 1952 acreage is about 58 percent of the
total estimated ultimate irrigable area of 1,580,315 acres.
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The 10 largest Indian projects comprised 668,979 acres or
about 73 percent of the total constructed works at December 31,
1952. Four of these projects, namely, Wapato, Flathead,

San Carlos, and Colorado River, are multipurpose works containing
both power and irrigation features.

Irrigation activities are conducted in 7 of the 1l area of=-
fices of the Bureau. Although the major construction on Indian
irrigation projects is awarded on a contractual basis, frequently
Government forces engage in construction programs to expand or in-
itiate new units of projects. A staff is maintained also at the
irrigation projects to operate and maintain the projects.

At June 30, 1953, the Bureau had 1,278 employees engaged in
irrigation activities compared with 1,204 employees at June 30,
1952. The salaries of these employees were financed from the fol-
lowing sources:

June 30
1953 95%
Appropriations for:
Construction of Indian irriga-
tion and power systems 393 386
Operation and maintenance of .
Indian irrigation systems 293 157
Proceeds from:
Power sales - 146 137
Assessments of irrigation water
users LL6 524
Total 1,278 1,204

Seven of the employees at June 30, 1953, were located at the cen-
tral office.

Irrigation activities are financed by congressional appropri-
ations and collections from water users and power customers. Ob-
ligations incurred for irrigation activities for fiscal years 1953

and 1952 were as follows:

Activities 1953 1952
Construction of Indian irrigation and ,
. power systems $3,864,392 $2,804,806
Operation and maintenance of Indian
irrigation systems 2,832,402 2,561,911
Operation and maintenance of Indian
power systems 1,706,569 2,605,785
Total 38,403,363 $7,972,502
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At June 30, 1950 (latest consolidated data'available),l the
cumulative costs of irrigation systems totaled $121,379,204.
These costs are summarized. '

Supervision and maintenance $ 188,977
Preliminary surveys and construction 80,887,285
Operation and maintenance 38,363,754
Miscellaneous 226,336
Inventories on hand 1,712,852

Total $121,379,204

These costs were financed from the following sources:

Reimbursable appropriations
by the Congress
Allotment of public works

$ 77,923,971

appropriations 10,858,417
Revenues and appropriated non-
reimbursable funds 27,757,134
Tribal contributions 4,839,682
Total $121,379,204

In addition to the costs of irrigation systems to June 30, 1950,
the following amounts were appropriated for the period July 1,
1950, to June 30, 1953.

Construction $11,434,630
Operation and maintenance:
Collections from water users 5,618,742
Direct appropriations 2,513,412

The operation and maintenance direct appropriations included
$2,079,102 which is reimbursable to the United States Government.

Construction

The Federal Government initiated a program of irrigation de-
velopment for the Indians on March 2, 1867 (14 Stat. 514), when
the first congressional appropriation for irrigation on a specific
reservation was approved on the Colorado River Reservation in
Arizona. Commencing with fiscal year 1892, Congress appropriated
annually for irrigation works on such reservations as were not pro-
vided for by special appropriations. Although the irrigation of
Indian lands started in the late 1800's it did not become a large
activity of the Bureau of Indian Affairs until after 1900.

1The Bureau has discontinued the preparation of consolidated data
of this nature on irrigation systems.
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Some Indian irrigation projects such as Flathead, Blackfeet, and
Fort Peck were constructed and administered by the Bureau of Rec-
lamation until transferred to the Bureau of Indian Affairs in 1924.
Since that time nearly all water development work on Indian lands
has been conducted by the Bureau of Indian Affairs except for the
construction of the dams by the Corps of Engineers in the Missouri
River basin. The general annual appropriations for irrigation con-
struction have increased from $30,000 for fiscal year 1892 to
$3,864,392 for fiscal year 1953.

Repayment of irrigation construction costs--Expenditures made
out of appropriations for construction of Indian irrigation works
are required to be repaid to the Government on the basis of indi-
vidual benefits received under provisions of the act of August 1,
1914 (25 U.S.C. 385). On all projects where reimbursements of
construction costs are being made, the money so collected is to be
deposited into the Treasury as a repayment to the fund from which
the money was originally expended. On the Wapato Project, however,
the Congress has authorized the use of collections made on account
of repayment of construction charges for continuing the construc-
tion work on that system.

Under the act of February 14, 1920 (25 U.S.C. 386), the rate
of assessment for construction costs was to be fixed by the Secre-
tary of the Interior, except on certain projects where rates had
already been fixed by law. Assessment rates set by the Secretary
from June 1920 until 1927 were fixed at 5 percent of the per acre
construction cost when the rate on these projects was reduced to
2.5 percent per annum or a LO-year repayment period.

The collection of construction assessments on all Indian-
owned irrigation lands is deferred by law (25 U.S.C. 386a) until
the Indian title to said lands is extinguished. None~Indian-owned
lands which are included in Indian irrigation projects remain
subject to construction assessments and collections. The act of
March 7, 1928 (45 Stat. 210), however, created first liens against
all irrigable lands, Indian and non-Indian, under Indian irriga-
tion projects where the construction expenditures are reimbursable
and remain unpaid.

Because about 68 percent of the total irrigated works on the
Indian irrigation projects were under Indian ownership at Decem=-
ber 31, 1952, most of the irrigation reimbursable construction
costs will not be recovered until such time as the Indian title
to the land is extinguished. The Indian farming his own lands and
financially able to pay construction costs is not required to do
so by law. Payment of operation and maintenance charges, however,
is required when the Indian is able to pay. Moreover, although
about 33 percent of the Indian-cwned lands under constructed works
were leased mainly to non-Indians during calendar year 1952, and
the Indian owners have derived income from this source, neither
the Indian owner nor the lessee is required to repay construction
costs on these lands.
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The total reimbursable irrigation construction costs due to
the Government at June 30, 1953, were not readily available be=-
cause the Bureau has not maintained such records. The total con-
struction cost of the Indian irrigation projects at June 30, 1950,
was about $81,000,000. In addition, appropriations available for
the construction of Indian irrigation projects for the period '

~ July 1, 1950, to June 30, 1953, totaled $11,434,630. These

amounts include costs that are not subject to reimbursement be-
cause some of the amounts were canceled by the Congress or were
financed from nonreimbursable funds. Most of these costs, however,
are reimbursable to the Government.

On the 32 percent of the total constructed irrigation works
under non-Indian ovmership at December 31, 1952, the collections
of reimbursable construction costs have been small. During fiscal
years 1952 and 1953 only the Flathead Project, which is utilizing
net power revenues to reimburse construction costs, has made siz-
able repayments to the Treasury. For all of the irrigation proj-
ects, total collections of construction costs to June 30, 1953,
were $4,1,8,580, of which $3,276,940 or 79 percent was collected
from the Flathead and Wapato-Satus Projects. Collections to
June 30, 1950, and in fiscal years 1951, 1952, and 1953 were as

follows:

Collections
Total to June 30, 1950  $2,800,205
Fiscal year 1951 5,008
Fiscal year 1952 1,043,8902
Fiscal year 1953 299,477

Total $4,148,580
8TIncludes $1,035,677 of collections from Flathead Project.
PTncludes $284,977 of collections from Flathead Project.

In a letter addressed to one of the Bureau's area directors,
dated June 24, 1952, an assistant commissioner of the Bureau of
Indian Affairs stated in part: '

Wik In recent years there has been a growing disposie
tion of indifference toward the collection of construc-
tion costs from non-Indian landowners due in part, no
doubt, to investigations being made or authorized b¥ the
Act of June 22, 1936 (49 Stat. 1803; 25 U.S.C., 369),
under which irrigation charges may be adjusted where
specifically and adequately justified, or cancelled. %"
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The comparatively small collections from non-Indian land owners
for reimbursement of construction costs may be attributed also to
the Bureau's poor records for irrigation costs and reimbursements
of costs. Because of these poor records, the Bureau is unable to
obtain accurate amounts for construction costs without detailed

audits.

Authority for construction of new irrigation projects--Under
the act of April 4, 1910 (25 U.S.C. 383), no new irrigation proj-

ect on any Indian reservation is authorized to be undertaken until

estimates are made and the maximum limit of cost ascertained from
surveys, plans, and reports that have been approved by the Commis-
sioner of Indian Affairs and the Secretary of the Interior. The
approved maximum cost cannot be exceeded without the express au=~
thorization of Congress. Furthermore, no new project to cost, in
the aggregate, in excess of $35,000 may be undertaken without spe-
cific authority of Congress. Since many of the Indian irrigation
projects were in existence before 1910, congressional approval for
additional construction on these projects is not necessary. Our
audit of the Portland area disclosed, however, that it is very dif=-
ficult to determine what was included in the original project. On
one project maps were not in existence to set out accurately and
in detail just what was considered in the original project. In a
number of cases no records whatsoever were available as to the
acreage and constructed works contemplated at the time that the
original project was started.

Effective congressional control over the construction of irri-
gation projects cannot be achieved until such time as the Bureau
makes a clear determination as to the original features included
in all irrigation projects for which construction funds are subse=-

quently requested.

Operation and maintenance of
irrigation projects

The Bureau had supervision over 639,236 acres under irriga-
tion in calendar year 1952 compared with 558,552 acres in calendar
year 1951, Pertinent information on land utilization of Indian ir=-
rigation projects for calendar years 1952 and 1951 is summarized.



Calendar vear 1952 Calendar year 1951
Constructed Percent Constructed Percent

acres of total acres of total
irrigated:
Indian-owned lands--
Indian farmed 181,779 19.7 153,134 17.9
Indian-owned landse-
- leased to others 203,786 22.1 178,571 20,8
- Non-Indian-owned
lands 25},621 274 226,847 26.5
Total irrigated 639,236 69.2 558,552 65.2
Not irrigated:
Indian-owned lands 239,566 26.0 234,275 274
Non-Indian-owned
lands Ly,112 L.8 63,732 Tok
Total not irri- '
gated 283,628 20.8 298,007 34.8
Total of all projects |
under constructed
works 922,914 100.0 856,559 100.0

One of the basic policies of the Bureau of Indian Affairs is to
construct Indian irrigation projects on existing reservations as
an important step in improving the economic status of the Indian.

As a part of this program the Bureau proposed to give the Indian

farmer the necessary training in agriculture and livestock manage-

ment. This program has not been very effective, however, because
of the Indian's apparent lack of interest in farming.

An analysis for calendar year 1952 of Indian utilization of
Indian-owned lands under constructed works disclosed that the
Indians farmed only about 29 percent of their irrigation project
lands and leased 33 percent of their land under irrigated works
instead of farming it themselves. The remaining 38 percent of the
Indian-owned irrigated workc under ditch were not utilized for
irrigation purposes. The Indians' lack of interest in farming is
probably the greatest factor in the low percentage of Indian use
of his irrigated lands. In addition, lands under irrigated works
were not used for irrigation purposes for the following reasons:

1. Lands in heirship status
2. Heavily alkalized lands
3. Water shortages

L. Unleveled ground

5, Absentee owners

6. Dry farming
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Financing of operation and maintenance activities on_Indian
4 1yrégation p;ofegts--Obligations incurred for the operation
and maintenance o ndian irrigation projects for fiscal year 1
totaled §2,832,402 compared with $2,5gl,9ll for fiscalayle 1953?3
The operation and maintenance activities are financed by collec-
pions made from water users and by appropriations, principally re-
imbursable. About 70 percent of these activities in fiscal year
1953 were financed from collections from water users and about 30
percent from operation and maintenance appropriations. In fiscal
year 1952 about 33 percent of the operation and maintenance activ-
ity was financed from operation and maintenance appropriations.

Collections from water users for operation and maintenance
activities are available until expended. Appropriations for oper-
ation and maintenance obligations, however, are available only in
the year for which appropriated, and the required reimbursements
collected thereon are to be returned to the United States Govern-

ment.

] Fiscal da?a on irrigation operation and maintenance activi-
ties for the fiscal years 1953 and 1952 are as follows:

1953 1952
Balance available from prior years $1,422,738  §$1,221,029
Appropriations (from collections) 2,267,167 1,895,744
Reimbursements from other accounts 14,927 26,376
Total available for obligation 3,704,832 3,143,149
Balance available in subsequent years 1,689,427 1,422,738
Obligations incurred from collections 2,015,405 1,720,411
Obllgations incurred from direct appro-
priations, principally reimbursable 845,421 841,500

Total obligations incurred $2,860,826% $2,561,911

aIncZ.Ludes $2,832,402 of irrigation operation and maintenance obli-
gations and $28,424 of general administrative costs for fiscal
year 1953, See page 111 for our comments on the Bureau's prac-
tice of augmenting appropriations for "General Administrative

Expenses."

Collection of reimbursable operation and maintenance appro-

priations--Although the Leavitt Act of 1932 (25 U.S.C. 386a)
dgferred construction cost reimbursements on Indian-owned irriga-
tion lands until the Indian title to such land is extinguished, in
negrly all instances the Indian remains liable for operation and
maintenance charges dependent upon his ability to pay. Since the
Indian is not required to make payments if he does not have
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adequate funds, operation and maintenance appropriations are pro=-
vided to cover that share of the operating costs. For the 5-year
period, July 1, 1948, to June 30, 1953, nearly 2.9 million dollars
of about 3.5 million dollars appropriated for this purpose was
reimbursable to the United States Government.

At the request of the Director, Division of Budget and Fi-
nance, Department of the Interior, the Treasury Department estab-
lished, in May 1951, a miscellaneous receipt account (symbol
No. 143558) entitled, “Recoveries on account of reimbursable main-
tenance charges, Bureau of Indian Affairs (name of project)." In
April 1952 the Executive Officer of the Bureau notified the field
(order 506, supplement 14) that this receipt symbol had been estab-
lished and that appropriate accounts should be maintained "To iden-
tify operation and maintenance assessment collections which are
required to be deposited in the United States Treasury under this
account *#%*," The order pointed out also that one class of opera-
tion and mezintenance revenues which is proper for deposit under
the cited receipt symbol is:

®All collections of operation and maintenance assessments,
the charges for which were paid previously from reimburs-
able Treasury appropriations. This type of collection
has been and is now being deposited into the applicable
project trust receipt fund. For many years, certain
projects have and are now receiving reimbursable appro-
priations for operation and maintenance purposes on be=
half of Indian owned lands which were estimated in the
budget as unable to meet such charges due to various rea-
sons and conditions. During the irrigation season, how=
ever, these particular units may have been leased or, in
some instances, farmed by the respective allottees. Con-
sequently, these individuals have paid the operation and
maintenance assessments, resulting in double collection
for the same service and additional funds to the project.
Moreover, during the years, many allottees have settled
their long outstanding delinquent accounts. The charges
of such delinquent accounts, were paid previously from
reimbursable Treasury appropriations.®

At June 30, 1953, only the Lummi Diking Project in Washington
had deposited moneys ztotaling #$244) into the Treasury under re-
ceipt account "Recoveries on account of reimbursable charges, Bu-
reau of Indian Affairs." The accounting records maintained by the
Bureau do not permit a precise determination of the amounts col-
lected which had previously been financed from reimbursable Treas=

ury appropriations.

The General Accounting Office is studying the requirements of
law relating to the application of repayments of reimbursable irri-
gation operation and maintenance assessments.
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Recommendation

To assure the prover application of collections and the
recovery of amounts due to the Government, we recommend that the
Bureau maintain acccunting and related records in a manner that
will disclose adequately the collections of irrigation operation
and maintenance assessments financed by reimbursable appropri-
ations.

Assessments for operation and maintenance costs--It is the
stated policy of the Bureau of Indian Affairs to charge water
users amounts for delivery of water sufficient to cover all oper-
ation and maintenance costs on most projects and to place irriga-
tion projects on a self-sustaining basis.

Individuals or groups, Indian or non-Indian, who operate or
lease property on Indian irrigation projects are subject to oper-
ation and maintenance charges in accordance with rules and regula-
tions prescribed by the Secretary of the Interior. These charges
are generally required to be based on estimates made in advance of
the operating year. The cost of operating and maintaining the ir-
rigation projects is apportioned on a per acre basis against the
lands under the respective projects.

Our audit disclosed that in some instances the Bureau has not
enforced the rules and regulations for assessment and collection
of irrigation operation and maintenance charges. For example, in
the Sacramento area, water users were not being billed for the use
of irrigation water on all projects except for the Fort Yuma Reser-
vation.

Moreover, the published assessment ratss applicable to water
users on certain Indian irrigation projects in the Phoenix area
were not sufficient to recover the operation and maintenance costs
on these projects. Although the assessment rates were increased
in calendar year 1953, the new rates were not adequate to recover
these costs. For example, the assessment rate on the San Xavier
Project in Arizona for calendar year 1953 was established at {1l an
acre, whereas the cost of overation and maintenance was $4.68 an
acre. The assessment rate on the Duck Valley Project in Nevada
for calendar year 1953 was 80 cents an acre compared with opera-
tion and maintenance costs of [3.81 an acre.

Recommendation

We recommend that the Bureau set assessment rates on
Indian irrigation projects that are adequate to cover all opera-
tion and maintenance costs in accordance with the Bureau's stated
poliecy to place irrigation projects on a self-sustaining basis.
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Request for reimbursable appropriations
based on irrigation project acreage
not used or irrigated

The Uintah and Ouray Irrigation Project submitted a request
for a reimbursable congressional appropriation for the fiscal year
1954 in the amount of $45,570. This request was based on 21,700
acres of idle nonpaying Indian lands at an anticipated assessment
rate of $2.10 an acre. The request was overstated by $11,174 be-
cause the acreage used for the request included 5,321 acres at the
project not assessed or assessable because of abandonment of con-
structed works to nonirrigated lands, assumption by water users of
the operation and maintenance of small systems, or for other rea-
sons unknown to the irrigation engineer.

We have recommended in our audit report to the Commissioner
of Indian Affairs on the Phoenix Area that, to prevent a recur-
rence of this situation and to eliminate improperly supported re-
quests for appropriations, the irrigation project records on which
reimbursable operation and maintenance appropriation requests are
based be brought to a current status. Reimbursable operation and
maintenance appropriation requests should be based only on assesse
able Indian-owned irrigation project lands on which a deferment
from payment of assessment charges have been properly granted.

Operation and maintenance of power systems

The Bureau of Indian Affairs operates four multiple~purpose
Indian irrigation projects which include power systems. The proj=
ects are located as follows:

VWlapato Project, Wapato, Washington

San Carlos Project, Coolidge, Arizona
Flathead Project, St. Ignatius, Montana
Colorado River Project, Parker,. Arizona

The San Carlos, Flathead, and Colorado River Projects pure-
chase all or most of the power available at the respective proje-
ects from the Bureau of Reclamation or a private utility company
and resell this electrical energy primarily to individual land-
owners, municipalities, water users associations, electric
cooperatives, and various commercial and industrial concerns in=
cluding private power utilities. Nearly all of the power avail=
able at the Wapato Project is generated by the projectt!s power
system and all the electrical energy is used on the project prima=-
rily for the operation of project pumps for irrigation purposes.

Power revenues are used to pay the expenses of operating the
power facilities, except on the Wapato Project where power ex-
penses are included as part of the annual irrigation operation and
maintenance assessments. The established rates are subject to
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review by the Secretary of the Interior and are published in the
Federal Register., Bills are issued monthly in conformity with the

published rates for power.
Pertinent information on financing of power operation and

maintenance activities on the San Carlos, Flathead, and Colorado
River Power Systems for fiscal years 1952 and 1953 is summarized.

Fiscal yvear
Z?SE IEEZ

Balance available from prior year $ 88,,061 $ -
Appropriations (from collections) 1,614,971 1,646,582
Transferred from prior years'! annual

appropriations (note a) 63,767 1,721,496
Reimbursements from other accounts 1,795 21,768
Transferred from “"Power Systems, Reserve

Fund" (note b) 215,000 100,000

Total available for obligation 2,779,59% 3,489,846

Balance available in subsequent year 1,052,680 g8L,061

$1,726,914° $2,605,785

—_——

Obligations incurred

2Under the Department of the Interior Appropriation Act for fiscal
year 1952 (65 Stat. 248), proceeds from power were authorized to
be utilized until expended. Formerly power proceeds were avail-
able for obligation only for the year in which appropriated.

PEstablished under act of August 7, 1946 (31 U.S.C. 725s-3).

©$1,706,569 obligated for power, $20,345 obligated for general ad-
ministrative costs., See page 111 for comments on augmenting
funds available for "General Administrative Expenses."

San Carlos Project--The development of electrical power at
the Coolidge Dam, San Carlos Project, was authorized on June 7,
1924 {AB Stat. 475;, and initially financed by the act of March 7,
1928 (45 Stat. 210). At December 31, 1952, the total construction
cost of the San Carlos Power Project was $2,792,651. In calendar
year 1952 the San Carlos Power Project delivered electrical energy
to an average of 1,627 customers a month compared with 1,462 cus-
tomers a month in calendar year 1951.
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A tabulation of the electric energy generated and purchased
at the San Carlos Project and its disposition, as reported to the
Federal Power Commission for calendar years 1952 and 1951, follows:

Calendar years

1952 1951
Kwh Percent Xwh Percent
(000 (000
omitted) omitted)
Electric energy acquired:
Generation 15,334 22.3 L,523 5.9
Purchased power 53,569 777 72,358 9.1 |
Total 68,903 100.0 76,881 100.0 é
Electric energy disposed i
of: : ;
Sales to ultimate : ‘
consumers and -
other electric
utilities 39,989 58.1 46,068 59.9 |
Used for irrigation : ;
pumping 22,571 32.7 21,901 28.5 |
Used by the utility 316 o5 186 2 |
Energy losses 6,027 8.7 8,726 11.4 |
Total 68,903 100.0 76,881 100.0 i

Most of the electric energy sold at the San Carlos Power System
has been purchased primarily from non-Bureau sources. The amounts
of purchased power have increased steadily over the past 24 years
as shown in the following tabulation.

Percent of

Thousands of kilowatt hours purchased

Energy Energy Total energy ‘
Period produced purchased energy to_total %
1931-35 26,074 2,198 28,272 - 7.8 ;
1936-40 108,160 28,869 137,029 21.1 |
1941-45 167.682 72,365 240,047 30.2 !
1946-50 112,625 258,275 370,900 69.6 f
1951-52 19,857 125,927 145,784 86.4 |

In recent years most of the power has been purchased from the | ;
Bureau of Reclamation, an agency in the Department of the Interior. |

The history of the legislation authorizing the development of
electric power by the Bureau of Indian Affairs at the San Carlos

Project indicates that the generation of power was intended to be
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inecident to the operatlion of project irrigation facilities. In

the past few years, however, about one-third of the total electri-
cal energy delivered has been used directly for irrigation pumping.
The major portion of the power availlable has been sold to commer-
cial and industrial concerns and to electric utilities. The Bureau
entered into contracts for sale, when available, of power gener-
ated at Coolldge Dam., Since construction the reservoir has been
less than half full, Nevertheless, power purchases constantly in-
creased to take care of continually expanding contract commlitments,

Project pumping--About 100 wells at the San Carlos Irrl-
gation Project are served by the pumping operation which raises
the underground water supply necessary for irrigation purposes,
The water users at the San Carlos Project are the beneficlaries of
this operation. 1In the 1952 calendar year, 22,571,000 killowatt
hours or 33 percent of the total energy available was used for ir-
rigation pumping. Similarly, irrigation pumplng consumed
21,901,000 kilowatt hours or 29 percent of the total available en-~
ergy for calendar year 1951, Although about one-thlird of the total
energy dellvered by the San Carlos Project has been used for irri-
gation pumping for many years, the beneflciarlies of this service
have not been bllled, Amounts have been recorded by the project,
however, as income for the pumping services, but these amounts

were not billed and collected. The San Carlos Project reported to

the Federal Power Commission net income from power operations of
$176,610 for calendar year 1952 and $144,145 for calendar year
1951, but these amounts are overstated by $190,245 in 1952 and
$191,049 in 1951 for the amounts recorded as income for project
pumping that have not been billed., (See schedule 1.)  Based on Bu-
reau records the cumulative deficilt from power from pumping opera-
tions resulited 1n a net project deflcit from all operations of
$258,158 at. December 31, 1952,

Under the provisions of existing leglslation (45 Stat.
210; 31 U.S.C. 725s8-3) part of the net power revenues are to be
used to repay the Government for the cost of the San Carlos Irriga-
tion Project. Since revenues are not obtained from nearly one-~
third of the total power delivered by the project, it is difficult
for the power system to operate on a sound financial basis and to
obtaln revenues needed to make repayments to the Government, It
1s significant to note that most of the beneflclaries of the pump-
ing service are non-Indians,

Recommendation

: To provide increased net power revenues so that they may
be avallable to repay the Government for the cost of the San Carlos
Irrigation Project, we recommend that the Secretary of the Interior
and the Commissioner of Indian Affalrs take immedlate action to
operate the San Carlos Power System on a sound flnancial basis,
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Power revenues used for construction--Another Bureau
practice at the San Carlos Project subject to criticism is the use
of power revenues to finance construction costs. Legislation re-
lating to the San Carlos Project shows clearly that the use of
power revenue for purposes of new construction is without author-

ity of law.

On February 11, 1953, the Bureau's central office ad-
vised the Phoenix Area Director that there "is no authority of law
under which power revenues can be used for construction purposes.®
At December 31, 1952, however, about 30 percent of the recorded
construction cost of the San Carlos Power Project, or $829,983,
had been financed from power revenues. In our audit report to the
Commissioner of Indian Affairs on the Phoenix area, we recommended
that this practice be discontinued immediately and that future con-
struction be financed oaly by congressional appropriations for

that purpose.

Title to distribution and transmission lines--Title to
the distribution and transmission lines constructed by the
San Zarlos Irrigation and Drainage District has not been trans-
ferred to the Government in accordance with the articles of agree=-
ment dated April 29, 1937, between the United States Government
and the San Carlos Irrigation and Drainage District. This matter
has been the subject of correspondence between the Bureau and the
District since 1947. Although the District has been repaid for
the cost of constructing the lines and the cost of $143,576 was’
included in the Project'!s electric plant accounts in January 1951,
title to these lines had not been conveyed to the United States at

June 30, 1954.

In January 1955 the Bureaut's Assistant Commissioner for

Administration advised us that title to the lines had not been
transferred, but he could not explain why such action had not been

taken.

Recommendation

We recommend that the Bureau take immediate action to
properly consummate the transaction involving the transfer to the
Government of these distribution and transmission lines.

Flathead Project~--The original plans for the Flathead Irri=
gation Project at St. Ignatius, Montana, contemplated a small
power development on the Flathead River to furnish power for pumpe
ing to supplement the gravity water supply. Settlement on the
irrigated lands progressed rather slowly and therefore the avail=
able gravity supply of water was sufficlient to meet requirements.
As a result the power development was not needed until several
years later when the irrigable acreage had reached a point where
pumping became necessary. The act of May 10, 1926 (LL Stat. 46L),
provided $395,000 for continuing construction of a power plant.

i
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Prior to resuming construction on the
) power development -

ments were made with the Rocky Mountain Power Compgny 5 :Egg?gf
iary of thg Montana Power Company, to build Kerr Dam and to sell
to.the Indian power project the power it needed. The Rocky Moun-
ti}f Powe? Company had offered to sell power to the project at
C;lues which made the development of a small plant uneconomical,
onsequently, on May 23, 1930, the proposal for a private power de-
gelopment was approved, and the site leased to the Rocky Mountain
agyer Cgmpany. In August 1938 Kerr Dam and a hydroelectric gener-
a ion plant were completed by the Rocky Mountain Power Company une
er the terms of a Federal Power Commission license. These con-
gtructed works connected with the privately owned Rocky Mountain
ower Company system outside the limits of the Flathead Indian Res-
e?{qt}on. For the privilege of maintaining and operating these fa-
g;'lglgs,dthe private power company pays certain sums of money into
fe nited States Treasury for the account of tribal trust funds
of Indian tribes on the Flathead Reservation.

The Bureau obtained approval for the construction of j
- 0 . . ) ro
Eg:gsm;ss;on lines late in 1930. In 1931 the project consgrugggg
Fansmission lines to supply towns and farm homes of the Camas Di-
vision of the Flathead Reservation. Ownership and control of all
ﬁg:er llngs on the reservation and a small power plant on Big Creek
e e acqglred_by the Bureau on August 25, 1931, for $160,000 from
the Public Utilities Coussiidated Corporation. ’

The project continued to expand and i
xtend its power syst
and as of December 31 N powe ystem
was $2,466,190. 31, 1952, the gross cost of the utility plant

The Bureau-owned and -Operated h i i
ydraulic plant on B C
g;ggggtsgdog%gt?igezydsgallhpeﬁfentage of the glectricit;gtrgggf-
d ute ¥y the Flathead Project. The maior
ggreiegggggaggeagzcﬁs purchasegofrom the Montana Power 8omp§§;tigf
3 reserves 000 kilowatts for use by the B
reau of Indian Affairs Followiﬁ is a i tal eleo.
: . tabulation of total elec-
tric energy generated and urchasgd fo ond.
1951 by the Flathead PowerpSystem: v calendar years 1952 and

1952 1951
- Kwh Percent Kwh 2 Percent
(000 (000
omitted) omitted)
Generated

Purchased from Montana 2,022 L8 2,007 ez
Power Company 107,512 98.2 90,622 97.8
Total 109,534 100.0 92,629 100.0

In calendar year 1952 the project su
) r pplied an avera £ 4
gﬂzgo?ers with 94,220,000 kilowatt-hours of energy gsdohag’gite-
rom sales of $942,682, 1In calendar year 1951 the total
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revenue of $858,721 was derived from the sale of 84,327,000
kilowatt-hours of electric energy to an average of 4,723 customers.

(See schedule 1, p. 122.)

Colorado River Project--The purchase of electric energy and
the sale and distribution thereof at the Colorado River Irrigation
Project was authorized by the act of June 18, 1940 (54 Stat. 422).
Thé Colorado River Power Unit reported the gross cost of its
utility plant as $454,463, at June 30, 1952. This is the smallest
. of the Bureau's power systems. The project does not generate elec=<
trical energy but purchases power from the Bureau of Reclamation
for distribution over the Bureau of Indian Affairs® lines.

In the 1952 calendar year, 8,573,000 kilowatt~hours of energy
were purchased, of which 2,401,000 kilowatt-hours were delivered
to the utility company in the town of Parker, Arizona, for resale
to other consumers. JSimilarly, in calendar year 1951, 8,592,000
kilowatt-hours of energy were delivered to the utility company
from a total of 14,833,000 kilowatt-hours of power purchased.

At the end of calendar year 1952 the Celorado River Power
Unit was serving 362 customers compared with 331 at December 31,

1951,

Operating revenues and expenditures of the Bureau's power
systems for 1952 and 1951 as reported by the Bureau to the Federal
Power Commission are shown in schedule 1. (See p. 122.)

Forest and range management

. The Bureau's forest and range activities include the manage~
ment and protection of forest, range, and wildlife resources on
Indian lands held in trust by the United States. The Bureau also
manages and operates three Indian-owned sawmills. Forest or range
management operations are conducted in 9 of the Bureau's 1l area
offices. At June 30, 1953, the forest and range management activ-
ity had 410 employees and 100 additional employees were used on
fire suppression activities; at June 30, 1952, the number of.em-
ployees engaged in these activities were 406 and 45, respectively.
Eight of the employees at June 30, 1953, were located at the cen-~
tral office, ,

For the 1953 fiscal year, $2,409,558 was obligated for forest
and range management compared with $2,055,687 for fiscal year 1952,
Of these amounts $221,059 was obligated out of tribal funds in
fiscal year 1953 and $237,307 in fiscal year 1952,

Forest management

The Bureau administers about 16 million acres of forest and
woodland containing about 41 billion board feet of timber. Accord-
ing to the latest available information, based on December 31,
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1947, statistics, about 6 million acres or 38 percent of this area
with an estimated volume of 30 billion board feet of timber are
considered to be commercial timber lands. The remaining 10 mil-
lion acres contain an estimated volume of 11 billion board feet

of noncommercial timber lands. Bureau officials informed us that
an up-to-date inventory of forest lands would result in a consider-
able increase in the estimate of usable timber on hand because
certain grades of timber and species of trees are now used and are
considered to be merchantable.

About 80 percent of the forest area.and volume of the timber
resources under the Bureau's jurisdiction are on Indian tribal
lands. Individual Indian allottees own nearly all of the remain-
ing timber lands.

Sustained yvield management--The Secretary of the Interior is
required by law (25 U.3.C. 466) to practice sustained yield forest
management on forest lands of Indian tribes organized under the
Indian Reorganization Act of June 18, 1934. Furthermore, it is
the policy of the Secretary of the Interior to manage all Indian
forest lands, tribal or otherwise, in accordance with the princie
ples of sustained yield management. Consequently, the Bureau is
committed to a policy of sustained yield forest management on all
timber lands under its jurisdiction.

This policy, which has been in effect since May 1936, is
carried out by preparation of forest working plans or timber mane
agement plans for all Indian reservations of major importance from
an industrial forestry standpoint. A prerequisite for timber man-
agement plans is an accurate and up-to-date inventory of the tim=-
ber resources consistent with both immedizte and future management
aims. At dJune 30, 1953, however, adequate inventories were avail=-
able on only a few reservation forests. In the Albuquerque area,
for example, management plans for forests were generally based on
timber cruise data obtained in the 1930's and early 1940's. Fur-
thermore, few formal detailed management plans and modifications
have been prepared on Indian forest lands.

Definite and meaningful timber management plans are necessary
in order to:

1. Enable the Bureau to properly carry out its legal respon-
sibility of sustained yield management on Indian forests.

2. Provide a basis for eventually transferring to the Indians
the management of Indian forests.

In the latter part of fiscal year 1953 the Bureau requested the

area offices to prepare formalized management plans for most of

the Indian forests based upon the best data available. A major

deficiency in these plans, however, will be the lack of accurate
and up-to-date inventories of the timber resources.
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Timber sales--The basic authority for the sale of timber on
most Indian lands is included in the act of June 25, 1910
(25 UeSeCe 406~407). The authority for the sale of timber on the
remaining Indian lands is covered generally by legislation appli-
cable to specific tribes of Indians., Timber is sold under con=-
tract or under permit. All sales of an estimated value of greater
than $100 are made under contract after advertisement by sealed
bid, by public auction, or by a combination thereof. -Open market
sales to Indians, however, may be made without advertisement for
timber not exceeding $5,000 in amount. All sales of timber of
less than $100 are covered by permit.

For calendar year 1952 timber cut under sales contract and
permit totaled 549,938 Mbf (thousand board feet) compared with
601,213 Mbf cut during calendar year 1951. Cash collections to-
taled $8,091,307 for calendar year 1952 compared with cash collec-
tions of $7,445,405 for calendar year 1951, Most of the sales
were made in the Portland area where 371,789 Mbf were cut in cal-
endar year 1952 and 411,893 Mbf in 1951.

Included in the timber cut under contract is the timber cut
by three large Indian sawmills. The sawmills cut 40,179 Mbf
valued at %681,251 in calendar year 1952 compared with 40,362 Mbf
valued at $654,922 in 1951. The amounts cut by the respective
sawmills in calendar year 1952 were as follcws:

Timber cut Value

Mbf (note a)
Menominee Indian Mills 18,658 $415,227
Navajo Tribal Sawmill 15,143 158,242
Red Lake Indian Mills 6,378 107,782
Total 40,179 $681,251

@Based on the selling price of the standing timber.

Timber sold under contract--Pertinent information relating to
timber contracts for calendar years 1952 and 1951 follows.

1952 1951
Number of sales 211 234
Quantity sold (thousand board feet) 542,701 586,633
Average sales price for Mbf $14.84 $12.58
Cash collections $8,052,343 $7,387,827

About 85 percent of the timber sold in calendar year 1952 was un~
der contract to non-Indians. About 82,600 Mbf, or 15 percent of

the quantity sold in 1952, was contracted for by Indians. Simi-

larly, in calendar year 1951 about 16 percent of the total quan-

tity sold was under contract to Indians and 84 percent to none

Indians.
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Most of the timber sold in both calendar years 1952 and 1951
was of the ponderosa pine specles. The average rate per Mbf of
this speciles increased from $17.03 in 1951 to $20.85 in 1952,

Cutting was completed on 108 timber sale contracts during
calendar year 1952 compared with 145 during 1951. At the end of
the 1952 calendar year, 151 contracts were active with abo::%
3,495,570 Mbf remaining to be cut.

Timber sold under permit--Timbe» sold under permit i1s limited
to sales of less than $100, Most of the sales under permit are
made to Indians, About 78 percent of the quantity sold in calen-
dar year 1952 and 85 percent in calendar year 1951 was sold under
permit to Indians,

Total timber sales under permlt for calendar years 1952 and
1951 follow.

1952 1951
Number of sales 1,266 1,750
Quantity sold (thousand board feet) 7,237 14,580
Average sales per Mbf 5.38 $3.95
Cash collections $38,964  $57,578

Permit sales are intended only as a convenlence in meeting the re-
quirements of Indians and other persons for limited quantitiles of
timber for domestic, agricultural, and grazing purposes.

Indlan free use--Indians are granted free use of limited
amounts of tlmber material on allotted and unallotted Indilan
lands.l TFree use of timber on allotted lands is limited to the
allottee who may cut timber for personal use wlthout permit. The
free use of timber on unallotted lands requires a permit,

Information on free-use cutting by Indians for calendar years
1952 and 1951 follows,

1Al10tted lands are those which, pursuant to specific treaty or
general statute, were granted to individual Indians. Unallotted
lands are those which belong to the Indlan tribes, Both allotted
and unallotted lands are held in trust by the Government for the

Indlans.
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1952 1951

Quantity cut (thousand board feet):
Under permit
Without permit

8,645 15,457
98,057 100,998

Total cut 106,702 116,455

Value of free-use cutting: '
Under permit $ 82,683 $ 92,691
Without permit - 176,268 163,504

$258,951  $256,195

Timber cut in trespass--The unlawful cutting, malicious in=
Jury to, or destruction of any trees on Indian lands, while the
title is held in trust by the Government, constitutes a timber
trespass. Timber cut in trespass detected during calendar year
1952 totaled 2,088 Mbf with a value of $18,753; in 1951 the Bureau
reported timber trespasses on which 1,408 Mbf with a value of
$19,389 had been cut. During calendar year 1952, $4,995 was col=
lected for timber trespasses compared with $16,522 collected for
calendar year 1951,

Recovery of administrative expenses--The revenues from timber
sales on Indian lands accrue solely to Indians. Under rules and
regulations prescribed by the Secretary of the Interior (25 C.F.R.
61.25), however, a sufficient deduction is to be made from the
gross proceeds received from the timber sold under Bureau super=-
vision, from allotted or unallotted lands, to cover administrative
expenses of the Bureau as required by the act of February 14, 1920,
as amended (25 U.S.C. 413). Ten percent of the gross timber pro=
ceeds are usually deducted to cover administrative expenses of
regular supervised sales unless special instructions have been
given by the Commissioner of Indian Affairs as to the amount cf
the deduction or the manner in which it is to be made.

The fees charged to Indians for administering the various
phases of timber sales are deposited in the Treasury as miscella-
neous receipts, except when the expenses of the work are paid from
Indian tribal funds, in which event they are credited to such
funds. For fiscal year 1953 the fees deposited into the Treasury
as miscellaneous receipts totaled $655,992 compared with $4,71,197
- for fiscal year 1952.

Although the Secretary's regulation on deductions to cover
administrative expenses of timber sales (25 C.F.R. 61.25) specifi=
cally lists the items of cost to be considered, the amounts of
such costs have not been determined on the Bureau's official
records. The Bureau's fiscal records do not classify the adminis-
trative expenses between forest and range activities, and the

12
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unofficial records on forest management maintained by the branch
of forest and range management do not classify the costs as out-
lined in the Secretary's order.

Recommendation

We recommend that the Bureau maintain appropriate fiscal
records, in conformity with the Code of Federal Regulations
(25 C.F.R. 61.25), to determine administrative costs incurred by
the Bureau in timber sales. The maintenance of such fiscal rec-
ords is necessary to determine accurately the extent to which ad-
ministrative costs are covered by deductions from gross timber
sale proceeds. Moreover, under various agreements with Indian
tribes the amount of timber proceeds to be deposited into the
Treasury as miscellaneous receipts for repayment of administrative
costs is dependent upon accurate determination of the administra-
tive costs incurred in the sale of timber.
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Navajo Tribal Sawmill adminlstrative expenses--Our audit of
forest management activities disclosed That %He Window Rock area. .
office was not charging Indlans the specified 10 percent of timber
sales recelpts for administrative expenses in the sale of timber
to the Navajo Tribal Sawmill. About $39,600 is due to the Bureau
from the Tribe based upon timber sales totaling about $396,000 for

the period from 1948 through 1952,

Regulations issued by the Secretary of the Interilor (25 C.F.R.
61.25) under authority of the act of February 14, 1920, as amended
(25 U.8.C. 413), provide as follows:

In all sales of timber from either allotted or un-
allotted land a sufficient deduction will be made from
the gross proceeds to cover the cost of examlning,
supervising, advertising, collecting, disbursing, ac-
counting, marketing, scaling, caring for the slash, and
protecting from fire the timber and young growth left
standing on the land being logged or upon adjacent land.
Unless speclal instructions have been given by the
Commissioner of Indlan Affairs as to the amount of the
deduction or the manner in which it is to be made, 10
percent of the gross amount recelved for the timber sold
under regular supervision from allotted or from unallot-~
ted land will be deducted by the Superintendent to cover
administrative expenses #*¥* "

In reply to a request for information as to whether any in-
structions had been 1ssued by the Commlssloner of Indlan Affairs
pertaining to deductions for expenses incldent to sales to the
Navajo Tribal Sawmill, and, 1f not, the reasons for the fallure to
effect collection of the 10 percent to cover administrative ex-
penses, the Executive Officer, Bureau of Indian Affairs, in memo-
randum of January 18, 1954, stated that no directive had been
i1ssued. However, he stated that until recently there has been
only an insignificant charge for stumpage used by the tribal saw-
mill enterprise; that such charges have been in the nature of a
book entry in connection with the cost accounting records of the
mill; that, in fact, the Tribe specifically walved the payment of
stumpage by the sawmlll enterprise over a period of years; and
that tribal funds in rather substantial amounts have been used in
recent years in forest protection and inventory activities, In
the clrcumstances, 1t was stated that, pursuant to the authority
contained in the above regulations, the Bureau instructed the Area
Director that there should be no deduction from the value of
stumpage used by the Navajo Tribal Sawmill enterprise to cover
administrative expenses as required by the above statutory provi-
sions during the fiscal year ending June 30, 1954, Also, it 1is
understood that such instructions have been made retroactive to
cover prior years and that the question 1s belng given further
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study to determine what procedure 1ls to be followed for the period
subsequent to June 30, 1954.1

The adminlistrative expenses intended to be recovered by the
regulation are specifically set forth therein and apparently are
those expenses incldent to sale of the timber on the land being
logged or adjacent land., Such expenses were borne by the
United States and whether or not the Tribe waived the payment of
stumpage by the sawmllil enterprise or contributed various amounts
toward forest protection and inventory activities would not appear
to affect, either legally or equitably, the right of the
United States to collect from the gross proceeds cf the timber
sale the 10 percent to cover the administratlive expenses defrayed
by 1t in connectlion with the sale.

Moreover, the attempt by the Bureau to waive the required
deductions insofar as 1t purports to walve rights vested in the
United States under the regulation appears plainly to be 1n excess
of the authority granted to the Commlssioner by the regulation.
Furthermore, since a retroactive regulation of the Secretary pur-
porting to walve rights vested under a valild regulation of his
predecessor could not be given effect, the Bureau acting under
delegated authority from him could not do so.

The Acting Comptroller General, in a letter dated November 3,
1954, advised the Secretary of the Interilor that action should be
taken to colleect from the Tribe the fees due for the period from
1948 to the date that instructions were issued to the Area Direc-
tor and to deposit the same in accordance with the act of Febru-
ary 14, 1920, as amended.

Recommendation

We recommend that the Bureau enforce the regulation re-
quiring the charging of fees to cover administrative expenses for
the value of timber used by the NavajJo Tribal Sawmill. Such actilon
wlll reduce the amount of administrative expenses to be borne by
the F2deral Government,

1On August 10, 1954, the Bureau i1ssued instructions that deduc-

tions of 10 percent of stumpage values are to be made commencing
with July 1, 1954, Pending further instructions, these deduc~
tions are to be held in a specilal deposit account,
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Range management

The Bureau administered 44,653,255 acres of range lands dur-
ing calendar year 1952 compared with 44,885,606 acres during cal-
endar year 1951. The range lands consist of allotted and unal-
lotted Indian lands held in trust for the Indians by the United
States Government and Government-owned lands administered for the
use and beneflt of the Indians. During calendar years 1952 and
1951 about 75 percent of the range lands were used by Indians,
about 20 percent by non-Indians, and about 5 percent of the lands
were not used due to lack of water, rough terrain, and for other

reasons.

The annual statistlcal reports on Indian range lands prepared
by the branch of forest and range management for calendar years

1952 and 1951 show the following summary information:

Acres
1952 1951
Permitted and leased lands--Indian 4,452,509 4,167,620
Permitted and leased lands--non-Indian 8,815,021 8,686,203
Total permitted and leased lands 13,267,530 12,853,823
Free use on allotted lands--Indian 1,898,374 1,907,913
Free use on tribal lands--Indian 27,353,332 27,652,051
Total free-use lands 20,251,706 29,559,964
Range lands not used 2,134,019 2,471,819
Total area of range lands 44,653,255 44,885,606

The Indian range 1s managed with a view toward aiding the
Indlans in the preservatlon of thelr forage land and water re-
sources through proper grazing practices which will yield the high-~
est return consistent with undiminished future use. The Secretary
of the Interilor has prescribed grazing rules and regulations
(25 C.F.R. 71) to protect the range from deterioration, to prevent
80il erosion, to assure full utilizatlon of the range, and like
purposes as required by the act of June 18, 1934 (25 U.S.C. 466).

The administration of the grazing lands requires a determina-
tion of the grazing capacities of the land and the extent to which
grazing privileges wlll be allotted on these lands. The Area Di-
rector prescribes the maximum number of livestock to be grazed on
Indian range lands and permits are 1issued on this basis in accord-
ance with the Code of Federal Regulations (25 C.F.R., T1l). The
number of livestock grazed under the Bureau's Jurisdiction in cal-
endar years 1952 and 1951 are summarized.
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1952 1951
Cattle 624,848 650,029
Horses 92,885 94,039
Sheep and goats 969,679 884,782

. The grazing capacity of range land 1s expressed in cow months
and represents the maximum number of mature livestock that may be
The forage requirements

of sheep and goats for a month may vary but are generally one-

grazed during the intended season of use.

fifth of that required for cows and horses.

Bureau grazing land

use and capaclty expressed in cow months for calendar years 1952

and 1951 are summarized.

952 951

Permitted and leased lands--Indians 1,273,284 1,202,160
Permitted and leased lands--non-Indians 2,812,164 2,824,404
Total permitted and leased lands 4,085,448 4,026,564
Free use on allotted lands--Indian 692,466 703,488
Free use on tribal lands--Indian 3,474,006 3,436,934
Total free use 4,166,472 h,140,422
Capacity of range lands not used 101,643 157,723
Total capacity of range lands 8,353,563 8,324,715

Cow months

It is the policy of the Bureau to advertise for competitive

bidding on all range units that have not been allocated to Indians
or reserved for free-use privileges by Indlans. Grazing privileges
are usually sold to the highest bildder. The rates for grazing
privileges on permitted and leased lands compare favorably with
fees charged by other Government agencles that have grazing activ-
1ties. The rate per cow month on permitted and leased lands aver-
aged 59 cents in calendar year 1952 and 56 cents in calendar year
1951. Cash receipts from the sale of grazing privileges for cal-
endar years 1952 and 1951 were as follows:

1952 1951
Grazing permits and leases--Indian 638,460 $ 541,655
Grazing permits and leases--non-Indian 1,806,209 1,696,844

$2,444,669  $2,238,4099
During the 1952 calendar year 12,619 permits were issued, and

11,930 were issued in 1951. PFree grazing privileges are granted
primarily to Indians on reservations where sufficlent tribal land
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13 available pursuant to regulations prescribed by the Secretary.
of the Interior. Free grazing privileges are usually limited to
50 horses, or 100 cattle, or 500 sheep, or a combined equivalent
thereof.

In one area a Bureau official informed us that the last in-
tenslve range survey to determine carrying capacity cof the grazing
lands In the area was made in 1924, This official admitted that
the Jata obtained at that time is not adequate for current require-
menta. In our audlt report to the Commissioner of Indian Affairs
for that area, we recommended that up-to-date intensive range sur-
veys be made to determine the carrying capacity of Bureau grazing
lands in order to protent the interests of the Indians and the
Federal Government and to prevent deterioration of the range land
from overgrazing.

Grazing trespass--Trespassing on grazing lands 1s one of the
major problems of grazing administration of Indian lands and in
many instances 1s »w1llful. Quite often, trespass 1s due to estab-
lished customs, misunderstanding as to the right of resident non-
Indians, and as a result of lack of proper supervision of the
range. It 1s the Bureau's policy not to take court action to con-
trol trespass until every reasonable effort has been made to bring
about an equitable settlement without such action. Trespass fees
collected during calendar year 1952 totaled $16,300 compared with

$17,598 in 1951.

Collection of grazing permit 1ssuance fees--The proceeds from
the sale of grazing privileges accrue to the respective Indian
land owners. The Bureau does charge fees, however, to cover the
approximate cost to the Government of executing grazing permlts
and leases. Fees are based upon rentals involved and are payable
by the Indlans on whose lands the permit is issued (permitters) as
well as by permittees and lessees.

The permitters are subject to fees ranging from 25 cents to

10. The fees payable by permittees and lessees range from $1 to

5 based upon rentals up to $500. For each additional rental of

500 or fraction thereof, $1 is payable by the permittee or lessee.
Fees collected are required to be covered into the Treasury as
miscellaneous recelpts, except when expenses of the clerical and
minlsterial work in the issuance of permits and leases are paid
from tribal funds, in which case the fees are credited to such
funds. The rates in effeect at June 30, 1953, have remained un-
changed since December 1935. The records maintalned by the branch
of forest and range management show that in many instances the
fees collected are not sufficient to cover the cost of executing
grazing permits.
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Protectlon of forest and range lands

Authority for suppression of forest and range fires, forest
pest control on Indian reservations, and other lands owned by the
Government 1s provided for by the act of September-20, 1022
(16 U.S.C. 594). The acreage subject to Bureau protection from

fire 1In calendar years 1952 and 1951 was:

Acres
1052 1051
Indian and Government lands 49,081,478 49,173,138
State and private lands 9,199,755 9,120,175

Total : 58,281,233 58,293,313

The state and private lands are located adjacent to Indian reser-
vations or intermingled with Indlan lands and therefore affect the
safety of the lands under the Bureau'!s Jjurlsdiction. Most of the
non-Indian lands requiring protection are located in South Dakota
where about 50 percent of the acres under Bureau protection are
state-owned or private property.

The areas burned during calendar years 1952 and 1951 con-
sisted of:

Acres

Forest land 9,453 18,654

Brush land 4,236 9,821
Grass land 59,809 23,539
Other land 1,010 62

Total 4,508 52,076

The total fire suppression cost for calendar year 1952 was $322,882
compared with $127,590 in 1951.

In addition to protecting the forest and range lands from
fire, the Bureau 1s responsible for the protection of these lands
from forest diseases and insects. The Bureau of Indlan Affairs
depends upon the Department of Agriculture for technical services
and advice necessary to determine the nature and kind of infesta-
tions which may threaten or occur on Indlan lands, '

Forest disease and insect control is financed by funds appro-
priated to the Bureau and appropriated funds transferred from the
Department of Agriculture for blister rust control.
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Wildllife resources

It is the Bureau's policy to protect and defend Indian hunt-
ing and fishing rights whenever they become endangered and to
encourage Indians to protect and conserve their fish and wildlife
resources. The Bureau, however, does not have the authority to
regulate hunting and fishing within Indian reservations. The
regulation of hunting and fishing within Indian reservations is
generally under the Jjurisdiction and control of Indian tribes. In
some instances non-Indians are issued permits to hunt and fish on
Indian lands and money recelved from the sale of these permits is
deposited to the credit of the tribes. Permits issued in calendar
year 1952 totaled $65,012 compared with $51,079 in 1951.

Wildlife resources on Indian lands for calendar year 1952
were estimated by the Bureau as follows:

1952
Commercial fish $ 939,345
Domestic fish Lh22,356
Fur-bearing animals 160,925
Game birds 235,960
Big game 1,145,958

Over 40 million fish were planted by the Bureau in waters on In-
dian lands dur:ing calendar year 1952.

Soll and molsture conservation

The Bureau engages In soll and moisture conservation on In-
dian trust lands under its Jjurisdiction in order to restore and
protect the vegetative cover, sustain and improve agricultural pro-
duction, retard erosion, reduce silt flow and floods, and develop
and maintain all cultural, recreational, fish, wildlife, and
other land-use practices in accordance with the potential capabil-
ity of each parcel of land. The Bureau had 350 employees engaged
in soll and molsture conservation actlvities at June 30, 1953,
compared with 240 employees at June 30, 1952, The increase of 110
employees in 1953 was due primarily to program expansion. Soil
and molsture conservation activitles were carrled out in every
area office under the Bureau's Jurlsdictlion, except Alaska. Four
employees were located at the central offlce at June 30, 1953,

The Bureau's objectives in soll conservation are directed to-
ward the protection agalnst soil erosion of about 56,000,000 acres
of Indian trust land through the preparation, implementation, and
maintenance of a plan of conservation operations on every land-use
unit. The Bureau defines a land-use unlt as a farm, range, or
division of land that would require a separate plan of conserva-
tion operations. Obligations for the various categories of soll
and molsture conservation subactivities charged to the resources
management appropriations for fiscal years 1952 and 1953 are sum-

marized.
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Subactlvities 1953 1952 Increase
Land-use adjustments and ar-
rangements 626,714 398,015  $228,699
Soll stabllization and im-
provement 580,105 360,586 219,519
Water control 387,675 232,327 155,348
Water supply and utilization 588,364 384,741 203,623
Performance inventory 172,690 125,579 7,111
Management of Indian trust
property 20,1602 - 20,160
Total $2,375,708P $1,501,248¢ $874,460

8We were informed by Bureau officilals that $20,160 was used to
supplement the financing of the management of Indian trust prop-
erty in order to aid 1in reducing the backlog on land transactions.

(See pp. 100 to 102.)

bIncludes $26,648 obligated for general administrative costs,
See page 111 for comments on the Bureau's practice of augmenting
funds available for "General Administrative Expense," Excludes
$1,782 obligated from tribal funds.

CExcludes $1,824 obligated from trival funds,

Specific types of BIA soil and moisture conservation projects
include:

1, Preparation of new or first formal plans of conservation
operations for a land-use unit,

2. Detalled soil surveys for intensive planning of soil con-
servation operations on individual farms.

3. Reconnalssance surveys (all other surveys) of land for the
purpose of planning soll conservatlon programs.

4, Seeding and sodding by planting of erosion-resistant soill-
bullding legumes, grasses, or other forage plants.

5. Construction of detention dams for slowing up runoff dur-
ing peak flows,

6. Construction of diversion dams or gully pPlugs for raising

water out of a defined course for diversion over a spread-
ing area, Into a reservoir, or into another channel for

water utilization purposes,

T. Leveling of land,
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8. Construction of ponds, dugouts, lakes, and retention dams
for supplying water for livestock, irrigation, fish, wild-

life, and recreation.

9, Inspection and review of land-use units (performance in-
ventory) which have been operated under a soil conserva-
tion plan to determine whether the plan has been followed
and 1if performance 1s satisfactory.

A statistical summary of the Bureau's principal actlvitiles for
fiscal years 1953 and 1952 follows.

Unit 1953 1952

Preparation of first or new

formal plans Acre 1,448,929 1,240,474
Detailed soll surveys Acre 732,974 347,643
Reconnaissance surveys Acre 9,655,603 8,463,910
Seeding and sodding Acre 63,455 54,251
construction of detension dams Cu. yd. 023,618 4y, b5
Construction of diversion dams Cu. yd. 1,167,717 1,748,463
Leveling Acre 18,192 5,852
Constructilon of ponds Cu. yd. 2,770,204 2,854,845
Performance inventory - Acre 9,486,793 9,761,267

The Bureau works in cooperation with Indian owners and non-
Indian operators in carrying out its soill and moisture conserva-
tion program and emphasizes the cooperative aspect of this work.
The Bureau reported that for fiscal year 1953 the land owners and
users contributed about five dollars for every one dollar expended

by the Bureau.

The basic authority for carrying on soll and moisture conser-
vation on Indian lands is contalned in the Soil Conservation Act
of April 27, 1935 (16 U.,s.C. 590e). .his act gave broad powers to
the Secretary of Agriculture for carrying out Congress' declared
policy of providing permanently for the control and prevention of
soil erosion. In the 1930's the Department of Agriculture per-
formed substantial work on Indian lands. Under Section 6 of Reor-
ganization Plan No. IV of 1940 (7 U.S.C. note to 1282; 16 U.S.C,
note to 590a), the functions of the Soil Conservation Service in
the Department of Agriculture for soll and moisture conservation
operations on any lands under the Jurisdiction of the Department
of the Interior were transferred to the Department of the Interior.

Activities on intermingled land areas

Our review of soll and moisture activitles at the Muskogee
area in Oklahoma for fiscal year 1953 disclosed that Indian land
under the Jurisdiction of the Five Civilized Tribes Agency is
gcattered throughout 40 counties in eastern Oklahoma and intermine
gled with farms owned by non-Indilan citizens of the state; and
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that a duplication of effort exlists because soll conservationists
of the Bureau of Indian Affairs and the Department of Agriculture
traverse the same geographical area. Under these circumstances,
it 1is our opinion that soll conservation activities could be more
easlly coordinated and more economically carried out by one Fed-

eral agency.

Recommendation

We recommend that the Secretary of the Interior negoti-
ate voluntary agreements with the Secretary of Agriculture to pro-
vide for only one of these two agencles to carry out soill conser-
vation activities in geographical areas where Indian and non-
Indian lands are intermingled.

Weed control

The Bureau's program for controlling, suppressing, and eradi-
cating the polsonous halogeton weed on Indian trust lands was
started 1n fiscal year 1952 when funds were appropriated for this
purpose. The Bureau's authority for the halogeton control program
is the Halogeton Glomeratus Control Act of July 14, 1952 (7 U.S.C.
1652). The halogeton weed, poisonous to livestock, was found to
exist on most of the Indlan reservation lands in Nevada, on the
Uintah and Ouray Reservations in Utah, and on the Fort Hall Reser-
vation in southern Idaho.

The Bureau had 48 employees engaged in weed control at

June 30, 1953, compared with 23 at June 30, 1952. These employees
were under jurilsdictlon of the Phoenix and Portland area offices.

Obligations incurred for weed control totaled $289,614 in
fiscal year 1953 and $235,747 in 1952,

Roads and trails

The Bureau is responsible for the construction and the opera-
tion and malntenance of roads and trails on Indlan reservations
and approaches to reservations. At June 30, 1953, about 19,000
miles of roads and tralls were maintailned, of which more than 9,500
miles were classified as substandard. The roads and trails are
located in 24 states and range from 5,394 miles in the State of
Arizona to 23 miles in Michigan.

Road activities are carried out in every area offilce under
the Bureau's Jurisdiction in the continental United States. The
Bureau had 1,082 employees engaged in the construction and opera-
tlon and malntenance of roads and trails at June 30, 1953, com-
pared with 754 employees at June 30, 1952. The increase of 328
employees was due primarily to an expanded construction program.
At June 30, 1953, four of the employees were located at the central

office,
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ble for
ration and maintenance appropriations are availla
obligggion only in the year for which approprilated. Construction
appropriations are avallable until expended. Obligatlons of -
$2,221,395 for the operation and maintenance and $3,582,130 for

" the construction of roads and trails were incurred in fiscal year

' ly, in
ared with $2,376,574 and $1,716,005, respective
iggg.coggligations fnéurréd for the construction of roads and
trails were financed by working fund advances from the Bureag of1
Public Roads, Department of Commerce, to the extent of $325,832 in

1953 and $194,005 in 1952,

idered to be
he act of May 26, 1928 (25 U,S.C. 318a), 1s cons
the bgsic law for road’construction on Indian reservatlion lands.'

This act provides:

" iations are authorized out of any money in the
Tﬁggggg; not otherwise appropriated for material, equipg
ment, supervision and englneering, and the employment o
Indian labor in survey, improvement, construction, and
maintenance of Indian reservation roads not eliglble to
Government ald under the Federal Highway Act aﬁd for
which no other appropriation is avallable *¥*%,

Supervision of construction by Bureau
of Public Roads

The Federal-aid Highway Act of 1944 (23 U.S.C. 60-63) and the
succeeding acts provide for the general supervision of t?e con;rd—
struction program by the Commissioner of Public Roads. fnlaggan
ance with a memorandum of agreement between the Bureau o n :
Affairs and the Public Roads Administration (now the guriag8o 11
Public Roads, Department of Commerce), approved May 18, 19 ,f
construction is under the general supervision of the Bu;eigio
Public Roads. The district engineers of the Bureau of % 3 e
Roads are notified of the date construction will be star ebii
spections are made by a representative of the Bureau of Eu g
Roads during the construction period. Moreover, concurrence fyall
the Bureau of Public Roads is required for final acceptanceIodian
contract construction. The amount of construction work on ?
roads by contract 1s small, For the most part, the Bureau o 0t
Indian Affairs constructs and maintains 1ts roads by force account,

In-

Transfer of roads

& to
ne of the stated objectives of the Indian road program 1is
elimiga:e Federal Government responsibilities for Indian roiggi
This is to be accomplished by bringing existing roads or bu Thng
new roads up to a standard acceptable to local authoritiles. e
rate of transfer of Indilan roads for the period 1934—21 was ve;y
slow. During this period the Bureau transferred 1,036 miles o
roads to local governments for maintenance, About 166 miles were
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transferred in 1952 and about 1,141 miles in 1953. According to
Bureau officials the 1953 figure includes about 750 miles of roads
abandoned in Oklahoma which were taken over by local authorities
in that state.

Reimbursement of maintenance expenditures

Under the act of June 7, 1924 (43 Stat, 606), as amended by
the act of May 28, 1941 (55 Stat. 207), the Congress authorized
for appropriation the sum of $20,000 or so much as may be neces-
sary for each fiscal year for maintenance. of that part of PFederal
Ald Hlghway 666 from Gallup, New Mexico, to Shiprock, New Mexico,
and State Highway 68 from Gallup, New Mexico, to Window Rock,
Arizona. Maintenance of these highways which serve the Navajo
Reservation was to be reimbursed from tribal funds.

The usual $20,000 estimate was submitted for the fiscal year
1949, but the House Appropriations Committee consolidated such
amount with other appropriations for the Navajo and Hopi Indians.
The appropriation "Navajo and Hopi Service! made by the act of
June 29, 1948 (62 Stat. 1117), included such amount. There is
nothing in the legislative hlstory of that act to indicate that
the amount of $20,000 so included in the consolidated account was
not to be reimbursable. No amounts were Included in the 1950-54
budgets specifically for the maintenance of these roads and it
appears that the expenditures for their maintenance during those
years were defrayed from funds otherwise available for maintenance
of Indian roads, which appropriations are neither reimbursable nor
as to which there was applicable any specific limitation on the
amognt which could be expended for upkeep of these particular
roads,

It appears under the 1924 act, as amended, that the expendi-
tures made during the fiscal years 1929 to 1949 for the Gallup-
Shiprocit Highway are reimbursable except to the extent that such
charges were canceled under the act of July 1, 1932 (47 Stat, 564,
$59,410.91--H. Doc. 501, 72d Cong., 2d sess.). That the Interilor
Department takes no different position in this regard appears to
be established by its report on House bill L694, Eighty-second
Congress, which failed of enactment, Such bill would have re-
pealed the 1924 act, as amended, and relieved the tribal funds of
the Navajo Indians of the reimbursable requirement of such acts,
Accordingly, the amounts expended for:the roads during the fiscal

-years 1929-49, inclusive, should be shown as reimbursable accounts

due from the tribe. The fact that the 1924 act does not specifiJ
cally provide a due date 1S not considered material, since the act
of April 4, 1910 (25 U.S.C. 145), requires annual accounts to be
stated between the United States and each tribe of Indians under
approprlations made, which by law are required to be reimbursed to
the United States.
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Our audit of the Window Rock area for fiscal year 1953 dis-

.closed that the reimbursable malntenance expenditures on U,S. i

nway 666 and State Highway 68 had not been collected or recorded
gigtheybooks of the Bureau as receivables from the Navajo Tribe as
required by the above stated acts. The reimbursable amounts ex-
pended for the malntenance of these roads during the period 1932
to 1949, inclusive, pursuant to these acts, totaled $330,594,

In response to our inquiry to the Administrative Assistant
Secretary of the Department of the Interior on the reason for the
failure to record and collect the amount of $330,594 due from the
Navajo Tribe, we were advised that:

1. The reimbursable expenditures will be recorded as amounts
due the Government,

2, The Bureau 18 opposed to enforcing collection from the ;
Navajo Tribe at this time because of its intention to ;
secure cancellation of the charges by speclal legislation ;
or by use of the Leavitt Act (25 U.S.C. 386a).

The Bureau contends that the "burden of maintalning such main
thoroughfares is not primarlly a tribal obligation, as the roads
are used by the general public," The Leavitt Act authorizes the
Secretary of the Interior to adjust or eliminate reimbursable
charges of the Government existing as debts against individual
Indians or tribes of Indians in a Just and equitable manner. The
Secretary reports to the Congress annually on adjustments made
during the previous year. The ad justments become final unless the
Congress acts on them within 60 legislative days after The annual

report 1s filed.

The Navajo Tribe had more than 6.7 million dollars of tribal
funds on deposit with the United States at June 30, 1953, and more
thanl15 million dollars at June 30, 1954, Moreover, under the act
of April 4, 1910 (25 U,.S.C. 145), any tribal funds held by the
United States are required to be applled to reimbursable accounts.

Recommendation

Inasmuch as (1) specific leglslation requires the reim-
bursement of the subject maintenance expenditures from the Navajo
Tribe and (2) the Navajo Tribe had more than 15 million dollars of
tribal funds on deposit with the United States at June 30, 1954,
we recommend that the Secretary of the Interlor enforce collection
as required by the act of April 4, 1910 (25 U,S.C. 145). Under
this act any tribal funds held by the United States are to be

applied to reimbursable accounts. |
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Agricultural and Industrial assistance

The Bureau asslsts and guides Indlans in all phases of farm
and home living in order to promote their economic development and
to help them to obtain a 1living, through thelr own efforts, from
their resources. The activities covered under this program in-
clude assistance and guidance to Indians in farm management, live-
stock raising, crop production, preparation of land for irrigation,
food conservation, and the granting of credit for agricultural and
small business enterprises. In additiosn, surveys of Indian min-
eral and economic resources are conducted on the NavajJo and Hopil
Indian Reservatlons, For fiscal year 1953 the Burea: incurred
obliﬁations of $1,868,619 for these activities compared with
$1,789,090 for fiscal year 1952. At June 30, 1953, the Bureau had
243 employees engaged 1n agricultural and industrial assistance
activities compared with 283 employees at June 30, 1952,

Agricultural and home extension services

During 1953 more than 160 Bureau employees were engaged in
assisting and gulding Indians in home and agricultural extension
work, princlpally at agency offices. These services were organ-
ized in the Bureau in 1930 and are primarily of an educational
nature. Based on this extension program, the Bureau has drafted
leglslation to transfer this work to the Department of Agiilculture
and to the states, The proposed transfer has been approved by
both the Secretary of the Interior and the Secretary of Agricul-
ture and bills were introduced 1in both Houses of the Eighty-third
Congress to authorize the transfer (H.R, 8982 and S. 3385). The
Bureau belleves such a transfer of activities would be in the in-
terest of the Indians because it would promote closer relation-
ships between Indians and thelr white neighbors through Jjoint use
of the various State Extenslon Services. The State Extension
Services are sponsored by the Department of Agriculture under pro-
visions of the Smith-Lever Act of 1914 (7 U.S.C. 341-343),

Grants of moneys by the Department of Agriculture to the var-
ious states for carrylng out extension activitles under the Smith-
Lever Act are based on the rural population of the states as deter-
mined by the next preceding Federal census. Because the Indian
population 1s included in the Federal census, a portion of the
grants now made to states should be properly used for the benefit
of Indlans,

Credit

The Bureau loans money to Indilan tribes, bands, assoclations
and enterprises,and to individual Indians for any purpose which
willl promote the economic development of the group or individual,
The stated policy of the Bureau 1s to supply filnanclng only to
those Indlans who are not able to obtaln credit assistance from
private sources or Federal lendlng agencles, such as the Depart-
ment of Agriculture. At June 30, 1953, there were 48 Bureau
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employees eﬁgaged in credit actlvitlies, principally at agency of-
fices, compared with 49 employees at June 30, 1952.

During fiscal years 1953 and 1952 the Bureau administered
four types of loan funds, two of which are in process of liquida-
tion., The outstanding loan balances of the funds at June 30, 1953
and 1952, as shown by Bureau records, are summarized,

Loans outstanding

at June 30
1953 1952
Revolving loan fund $10,190,941  $11,335,261
Tribal funds 9,704,611 8,537,445b
Livestock loans 2,126,9692 3,611,498
"Industry among Indians”
and other loan funds 1,024,488 1,189,364
Total $23,047,009 $24,673,568

8¥alue estimated at $65 a head for 33,353 head of livestock less
adjustment for loan cancellations in Secretary's order of June 10,

1953.
brstimated value of 37,082 head oy cattle.

The $23,047,009 in loans outstanding at June 30, 1953, is ex-
clusive of appropriation expenditures for the benefit of Indians
which are required by law to be reimbursed to the Government. In
accordance with requirements of 25 U,S.C. 145, the Bureau reported
reimbursable balances due the United States at June 30, 1953, in
excess ol $73,000,000. These reports covered reimbursable amounts
due under 605 accounts involving 44 identifiable Indian tribes.

Revolving loan fund--The act of June 18, 1934 (25 U.S.C. 470),
authorized the appropriation of $10,000,000 to establish a revolv-
ing loan fund. Amendments to the act have lncreased the authorized
capital to $17,000,000 and have exterded the Bureau's authority to
make loans to Indians. At June 30, 1353, the revolving fund had -
received $13,799,600 in appropriated funds, an increase of
$1,000,000 over the same date in 1952, Loans from the revolving
fund are made to Indian tribes, corporations, credit assoclations,
cooperative associations, and enterprises, Direct loans to indi-
vidual Indians from the revolving fund have generally been discon-
tinued except for certain loans for educational purposes. The
tribes and associations, however, relend borrowed money to indi-

vidual Indilans.

Receipts and expenditures of the fund for fiscal years 1953
and 1952 are summarized,
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1953 1952
Receipts:

Appropriation $1,000,000 §$ 800,000
Repayments of principal 2,220,075 1,113,594
Interest payments 160,768 115,543

Livestock sales and settle-
ments 364,187 320,384
3,745,030 2,349,521
Less disbursements for loans 1,075,755 2,463,836

Increase (—decrease) in cash

available for loans $2,669,275 $ —114,315

Loans made during 1953 were held to a minimum because of the seri-
ous delinquency sltuatlion on outstanding loans. The collectibil-
ity of many of the loans included in the $10,190,941 balance at
June 30, 1953, 1s doubtful,

The Bureau informed us that a particularly serious situwation
confronts 1t on loans made in Alaska, particularly those made to
finance four salmon canneries and loans to villages in southeast
Alaska to permit them to make loans to members. At June 30, 1953,
loans in Alaska totaled $4,584,262 or about 44 percent of the out-
standing balance. Of this amount, $3,666,616 was outstanding on
loans to the four salmon canneries. Because of the unfavorable
fishing seasons in Alaska, the Bureau had two special studies of
credit operations made in Alaska in 1953 by management consultants.
In general, the special studies brought out many weaknesses 1in the
operations of these canneries and suggested a consolidation of the
canneries in order to pool financing and tighten up operations.

At October 1, 1954, the Bureau had taken no action on recommenda-
tions 1in the studles, but has the matter under advisement,

On April 13, 1953, the Secretary of the Interlor approved an
amendment of the regulations on interest charged on revolving fund
loans to tribal enterprises, cooperatives, and individuals for
loans made after that date. These regulations permltted interest
rates on loans to tribes (except Navajo-Hopl) for operation of
business enterprises to vary from 4 to 5 percent and rates on
loans to cooperatives and individuals to vary from 4 to 6 percent,
Rates on loans to NavaJo-Hopl organlzatlons remained unchanged at
2 percent, The interest rates on loans to individuals for educa-
tional purposes (3 percent) and loans to tribes and Indian organi-
zations for relending purposes (2 percent) were not changed by the
order.

Certaln tribes have sizable balances of tribal funds in the
Treasury earning interest at 4 and 5 percent., Some of these
tribes, however, have been permitted to borrow funds or to retain
borrowed funds at lower rates--generally 1 percent before November
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1950 and 2 percent from November 1950 to April 13, 1953, without
being required to use available balances in interest-bearing

tribal fund accounts. Examples of thils situation at June 30, 1953,
are presented below,

Due revolving Tribal funds

loan fund __in Treasury
“Inter- Inter-
est est
Tribes rate(s) Amount rate Amount

Three Affiliated Tribes,

Ft. Berthold Reservation
North Dakota ’ 1 $190,000 4 $5,948,806

Navajo Indians 1 and 2 700,000 4 6,740,920

These Indian tribes also had other non-interest-bearing funds on
deposit in the Treasury.

A review of the proceedings of the meeting of the Navajo
tribal council held in May 1953 at Window Rock, Arizona, shows that
some of the Indlans themselves wonder why such a situation exists,
as 1is noted below, A member of the tribal council asked the chalr-
man the following question about the tribal fund balances to the
eredlt of the Navajos and the revolving fund loan due to the Gov-

ernment:

"Why do you owe so much money when you have so much
money? "

The chairman referred the question to the tribal accountant who
replied:

"Remember I told you money works and money will work for
you if you put it 1n the right place. The Government
pays us four percent on our money. We borrow it back at
two percent, Is that not good business. That 1s why.

I do not know for how long they will do that, but that
is what they are doing.,” (Underscoring supplied.)

In our opinion, this unreasocnable situation in whilch the Govern-
ment lends money to Indlans at a low interest rate while at the
same time paying interest at more than double that rate on tribal
funds on deposit in the Treasury should be discontinued. The
Bureau informed us that since June 30, 1953, additional loans have
not been made to the Navajo Indlans or the Three Affiliated Tribes

of the Fort Berthold Reservation.

Recommendation to the Secretary of the Interior

To deprive the Indlans of the lncentive for such trans-
actions, we recommend that the Secretary provlde that new loans
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from the revolving fund shall include charges for interest at not
less than the interest paid to the bvorrowing Indian tribe or asso-
clation for funds malntalned by that trive on deposit in the
United States Treasury. We recommend also that the Secretary re-
quire that extenslons of existing loans from the revolving fund be
made at the current interest rates. To the extent practlcable,
the interest rates charged should also be sufficient to recover
the costs of administering the loans.

Recommendation to the Congress

We recommend that the Congress consider enacting leglis-
lation to provide that on all interest-bearing Indian trust funds
on deposit in the Treasury, the payment of interest shall be at
the average interest rate paild on other Government indebtedness.

At June 30, 1953, Indian bands and tribes had on deposlit in
the United States Treasury over $80,000,000, nearly all of which
was drawlng Interest, generally at U4 percent a year. The 4 per-
cent Interest rate was established by the act of February 12, 1929
(25 U.s.C. 161a), for all Irndian trust funds over $500 on deposit
in the Treasury for which specific interest rates had not other-
wise been authorized by law. At the time the 1929 act was passed
the average rate of interest pald by the Government was slightly
more than 4 percent. At the present time, however, the average
rate of interest paid by the Government is about 2,25 percent,

- Other loan funds--Tribal funds used in tribal credit opera-
tions at June 30, 1953, consisted of $5,757,417 of tribal funds
advanced from the Treasury urder authority of varilous appronria-
tion acts and 23,947,194 of other tribal funds; these amounts are
compared with $4,533,297 and $4,004,148, respectively, at June 30,
1952, Some tribes conduct credit operations entirely with tribal
funds while many other tribes use tribal funds to supplement re-
volving fund loans,

The livestock loan program which 1is now in process of liqui- J
dation was established in 1934 as an aid to drought-stricken areas,

The Department of Agriculture turned over certain livestock to the

Bureau to establish foundation herds for Indians. The Bureau

adopted the policy that these livestock were to be repaid in kind.

The act of May 24, 1950 (25 U,S.C, 442-443), however, authorized

the acceptance of cash settlements, sales of livestock repald in

kind, anc the deposit of receipts in the revolving loan fund., At |
June 30, 1953, the Bureau had 33,353 livestock outstanding on loan

compared with 37,082 head outstanding at June 30, 1952. Proceeds

of cash settlements and sales deposited in the revolving loan fund

at June 30, 1953, totaled $916,329,

Loans for "Industry Among Indlans" were authorized by the 5

Congress beginning in 1911 in varyiag amounts to encourage indus-
try and self-support among Indians. From 1911 to 1943, inclusive,
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at which time the appropriation was discontinued, a total of
$7,732,000 was appropriated for these loans. Beginning 1in 1920
the Congress appropriated various tribal funds for industrial as-
sistance purposes and authorized direct loans of these funds to
individual Indians, Loans from these funds have been discontinued
and the present objective is to liquidate the programs.

The number and amount of the various types of loans canceled
by the Secretary of the Interior annually under provisions of the
Leavitt Act (25 U.S.C., 386a) shows that many of these loans have
been uncollectible, The latest cancellation order was approved.
June 1, 1954, by the Secretary and provided for cancellation of
2,337 loans amouriting to $129,795.
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Management of Indian trust property

At June 30, 1952 (latest available data), Bureau records show
about 60,410,000 acres of Indian lands under the jurisdiction of
the Bureau, as tf'ollows:

United
States Alaska Total
Tribal lands 39,827,000 2,987,000 42,814,000
Allotted in trust to
individual Indians 14,726,000 6,000 14,732,000
Federally owned 1,588,000 1,275,000 2,863,000
Total 56,141,000 4,268,000 60,409,000

The largest concentration of tribal lands are in the southwestern
and far western regions of the United States. About 70 percent of
the land is grazing land and 20 percent is forest land. The time
ber lands are located in the Pacific Northwest and in Minnesota

and Wisconsin.

Reservation lands may be allotted or unallotted, Allotted
lands are those which, pursuant to specific treaty or general
statute, were granted to individual tribal members but held in
trust by the Government for a period of years. Unallotted lands
are those that belong to the tribes.

Practically all Indian trust land has two distinguishing char-
acteristics. First, it may not be conveyed by the beneficial own-
ers without the consent of Congress if tribal land, or without the
cons2nt of the Secretary of the Interior or his authorized repre-
sentative if individually owned. Second, it is generally exempt
from state and local taxation.

More than 2,000 laws relate directly or indirectly to Indian
lands, affect the status of the lands, and govern the manner in
which they may be conveyed and by which the restrictions may be
removed. The laws also place upon the Secretary of the Interior a
trusteeship responsibility for protection of the titles to the
land, the leasing of the land, the sale of minerals, timber, and
other products, and the granting of rights=-of-way during the time
the lands are held in a trust status.

Changes in policies on Indian property

Over the years the Government's Indian policy has changed
from segregation to allotment and disposal, to retention of lands,
and then to disposal. The early part of the nineteenth century
found the Indians segregated on reservations according to treaties
between the Government and the tribes. The policy of allotment,
designed to assimilate the Indians into white society, contem=~
plated that each individual Indian be given a tract of reservation
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land. This policy prevailed from 1887 with the passa
184 e of

Dawes Act;(25 U.S?C. 331-332) until the passage gf thg Indiggeﬁe-
organization Act in 1934 (25 U.S.C. 461-479) which was also known
gs the Wheeler-Howard Act., The features of this act which was |
Fe51gned to make permanent the Federal guardianship of the special
fggegﬁésze§§%ggzsto gndiansi as well as reasserting guardianship

: made landless as a
policy eere aa porite 1 S ‘result of the allotment

l. Complete cessation of allotmenté.

2. Continuation of the trust period i . K
by Congress. P until otherwise directed

3. Restoration of remaining reservation suf
_ plus lands to
tribal ownership by the Secretary of the Interior, if
deemed to be in the public interest. !

L. Discontinuance of sale, devise, gift,
exchange, or
transfer of restricted lands eicgpt:’ £Ss other

a« To the tribe where the land is located as aut i
by the Secretary of the Interior. Rorized

b. To the heirs.

¢. To other Indians through voluntar
y exchange for land
of equal value as authori
Sntodmal ized by the Secretary of the

5. Authorization to the Secretar |
) y of the Interior to acquire
land, water rights, or other rights in his discretiog
through purchase, voluntary relinquishment, and other
sﬁated means, w1thip or without existing reservations for
gog ggrgggge8f$gr835d385 %and for landless Indians. A sum
) n a hor
B g o xcaed puéposé. ny one fiscal yegr was author-

6. Title to the land or ri
ghts so acquired was to be i
name of the United States in trust for the Indian o? gggbe
and exempt from state and local taxation.

7. New reservati .
the Interiorfons could be proclaimed by the Secretary of

8. The act is not a
pplicable to any reservation wherein a
majority1of adult Indians vote against its application at
g special election called by the Secretary of the Interior.
-nggggyziiven Erlbes regresentigg over 85,000 Indians re-
8 act compared with 181 tribes of
129,000 Indians who accepted the act. more than
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~acres, principally farm land,

The measure of the success of the provisions of the Indian
Reorganization Act relating to land was dependent on (1) the num-
ber of Indians that were willing to transfer their land to tribal
ownership and (2) the amount of additional land acquired by the
Bureau for tribal use. With regard to (1), only a small number of
Tndians in a few scattered tribes were induced to transfer their
land to tribal ownership. With regard to (2], the National Re-
sources Board in 1934 issued a report based on its study of Indian

land problems and policies, and this Board concluded that the

Indians, to take care of their minimum needs, required 9,706,000

acres urgently and 15,875,00C acres additional over a period of
time. It was estimated that this program would cost $103,283,000.
Congress has appropriated $5,862,500 for land acquisition since

the passage of the Indian Reorganization Act, and available statis-

ties show that at June 30, 1946, the Bureau had purchased 395,417
for $4,526,261. There was also made

t 600,000 acres of submarginal graz-
ing land and 1,250,000 acres of public domain grazing land. In
addition, about 1,800,000 acres of reservation lands were restored
to Indian ownership and the Indians acquired about 350,000 acres
by the use of $2,000,000 of tribal funds. Acquisitions since 1946
have been principally within reservation areas for the purpose of
consolidating heirship holdings. The total lands acquired or
available for use since the passage of the Indian Reorganization
Act have been about 4,500,000 acres or about 50 percent of the .
land considered in 1934 to be urgently required.

Except for the act of June 26, 1936 (25 U.S.C. 501=~510),
which extended certain sections of the Indian Reorganization Act
to the Indians of Oklahoma, no major legislation affecting Indian
landholdings was passed until May 14, 1948. This act, quoted in

full, stated:

"That the Secretary of the Interior, or his duly au-
thorized representative, is hereby authorized in his dis-
cretion, and upon application of the Indian owners, to
issue patents in fee, to remove restrictions against al-
ienation, and to approve conveyances, with respect to
lands or interests in lands held by individual Indians
under the provisions of the Act of June 18, 1934 (48
Stat. 984), or the Act of June 26, 1936 (49 Stat. 1967)."

available for Indian use abou

Although the above legislation was enacted in 1948, it was not un=-
til 1950 that the Bureau altered its policies and procedures to
permit the disposition of trust property in conformity therewith.

Land acquisition

Appropriations for rebuilding the Indian land base, one of
the major objectives of the Indian Reorganization Act of 1934,
have never equaled the $2,000,000 annual maximum set forth in the
act. In 1936 and 1937, when the annual appropriations for this
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purpose were at their peak, only one-half of the amount authorized
by the enabling act was appropriated. The Bureau was supporting
this policy as late as 1947, but the appropriations since 1946
have been restricted principally to the purchase of land within
reservations in certain states only. The Bureau has not re-
quested gratuity funds for land acquisition since 1651, Tribal
funds cannot be used in some states to acquire land either inside
or outside the boundaries of existing Indian reservations. In fis-
cal years 1952 and 1953 this prohibition applied in Nevada, Oregon,
Washington, and Wyoming. The purpose of this restriction was to
prevent the removal of land from the tax rolls as a result of
Indian acquisition. Indian tribes, however, were also prohibited
from acquiring nontaxable trust lands in heirship status. This
served to aggravate the heirship problem, and in fiscal year 1954
this prohibition was relaxed to permit acquisitions that did not
result in property being exempted from local taxation.

Land disposition

Policies of the Bureau in relation to Indian lands have var-
ied over the years from the extreme of declaring all Indians of
certain tribes of less than one-half degree of Indian blood as
competent and eligible for fee title to the land to the other ex-
treme of not permitting the disposition of any land.

At the present time the trusteeship of the Federal Government
over tribally owned lands may be terminated only by act of
Congress, but the termination of trusteeship over individually
owned Indian land is usually extinguished by one of the three fol- -
lowing methods:

1. The issuance of patents-in-fee to Indians who, upon appli=-
cation, are determined by the Bureau to be competent to
manage their own affairs.

2. Advertised sales, with conveyance by patent-in-fee to the
purchaser, or by deeds executed by the owners and approved
by the Secretary or his authorized representative.

3. Removal of the restrictions which prevent transfer of the
land without the consent of the Secretary of the Interior
or his authorized representative. The issuance of certif-
icates of competency may also serve to remove Government
trusteeship over certain types of Indian lands.

Mineral leasing

The income received by Indians during fiscal year 1953 from

0il and gas leases reached an all-time high as indicated in the
following schedule:
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Number
Fiscal Income of leases
year (note a) approved Acreage
1953 $23,650,000 2,350 185,000
1952 19,181,000 2,087 576,000
1946 6,666,000 1,227 127,890

&Tncludes income from leases approved in prior years.

The income from o0il and gas leasing accrues to few of the Indian
tribes. About 20 tribes during fiscal year 1953 received all of
the oil and gas revenue. The large increase during 1953 resulted
mainly from bonuses and rentals paid on leases in Montana, the
Dakotas, Utah, and New Mexico.

In fiscal year 1953 the returns from leiases covering minerals
other than oil and gas totaled about $900,000 and resulted almost
entirely from royalties on asbestos, coal, sand and gravel, phos-
phate, lead and zinc, and vanadium and uranium mining leases.

Other leases

Restricted nonirrigable Indian lands may be leased for farm-
ing or farm pasture.purposes for a period not to exceed 5 years.
Restricted irrigable lands may be leased for a maximum period of
10 years. All leases for business purposes, however, are limited
to a period not to exceed 5 years,

Business leases negotiated for relatively short periods of
time usually do not bring the maximum return to the lessor and the
property leased is usually surrendered unchanged at the termina=-
tion of the lease, Lessees are not usually interested in making
substantial additions or improvements, that will eventually revert
to the lessor, unless they are also able to obtain a long-term

lease.

An illustration of the effect of short-term business leases
is provided by the town of Palm Springs, California, which is an
ultra-fashionable resort city that has an Indian reservation:
checkerboarded throughout the urban area. The city has two main
thoroughfares: Palm Canyon Drive, iu a non-Indian section, and
Indian Boulevard. Palm Canyon Drive is bordered on both sidesd by
exclusive shops, hotels, and other similar establishments. Indian
Boulevard, just one block away, is bounded on one side by Indian=
owned land occupied by low-cost houses, trailer camps, small
stores, and so forth. Because the appraised value of the Indian
land is very high, each Indian, as well as the tribe, is poten-
tially very wealthy. Generally speaking, however, the Indians
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have not shown any inclination to utilize their land themselves,
but the land is not too valuable for leasing under existing laws -
limiting business leases to 5 years. At January 6, 1953, these

Indians held individual allotments totaling 4,000 acres appraised ;

by the Eureau at $6,192,282. |

Patents=in-fee and certificates
of competency to Indians

The act of February 8, 1887, as amended by the act of May 8,
1906 (25 U.S.C. 349), provides that the Secretary of the Interior
“may, in his discretion, and he is authorized, whenever he shall
be satisfied that any Indian allottee is competent and capable of
managing his or her affairs at any time to cause to_be issued to ‘
such allottee a patent in fee simple *#*%¥.® Similarly the act of ;
May 29, 1908 (25 U.S.C. 404), provides that the Secretary of the :
Interior "shall ascertain the legal heirs"™ of deceased allottees, :
and "if satisfied of their ability to manage their own affairs |
shall cause to be issued in their names a patent in fee simple"

for their lands.

In a meﬁorandﬁm to the Assistant Secretary of the Interior,
dated February 15, 1954, the Solicitor of the Départment of the

Interior stated, as follows:

Tt is true that neither the act of May &, 1906, nor the
act of May 29, 1908, in terms requires that an applica-
tion for a patent in fee must be made hy the allottee or
heirs of an allottee, but the courts have nevertheless
held that a patent in fee may not properly be issued by
the Secretary of the Interior under authority of the
cited acts without application or consent of the allot-
tee. *%% As the issuance of a patent in fee would abro-
gate the tax exemption, the courts held that a require-
ment of an application by the allottee must be implied."

Under the act of June 25, 1910, as amended (25 U.S.C. 372),
the Secretary of the Interior is authorized to issue patents-in-
fee and certificates of competency to the heirs of an allottee,
provided that they have made application for the issuance of such
patents, and are found to be competent to manage their own affairs.
All land allotted in trust to individuvual Indians is subject to pro=
bate by the Secretary of the Interior upon the death of the
original allottee unless fee patented (deeded) prior thereto. Any
Indian over 21 years of age may apply for a patent-in-fee for any
land held for him under a trust patent. The issuance of a patent=- ,
in-fee is discretionary and no patent-in-fee can be issued until s
the Indian submits satisfactory evidence that he is competent. '

Adult Indians have the right to dispose of their trust prop-
erty by will in accordance with regulations prescribed by the
Secretary of the Interior, and subject to his approval. If an

Indian to whom an allotment of land has been made dies intestate,
the Secretary of the Interior may, under rules prescribed by him
and upon notice and hearing, determine the heirs; his decision is
final and conclusive.

Through the process of inheritance the ownership of an allot-
ment becomes subdivided upon the death of the original allottee,
and the division of ownership becomes greater with the death of
successive heirs. It is not uncommon to find 20 or 30 heirs own-
ing inte?ests in a single tract or to find one person having in-
terests in a dozen tracts scattered over the reservation.

The problem of maintaining accurate land records becomes
greater as the number of heirs increase and more time is required
for the completion of a transaction. . If the death of an allottee
or heir has not been reported and the estate has not been probated,
it is necessary to delay the transaction pending determination of
ownership. In every type of land transaction, whether a lease,
sale, exchange, partition, or right-of-way, ownership of the land
must be known and land records should indicate the current in-
terest of the respective owners or much research becomes necessary
which delays the completion of a transaction.

Bureau records show the following status of individual Indian
allotments at June 30, 1952, the most recent data available:

Number of
tracts Acreage
Living original allottee 43,537 5,793,000
Other single owner 16,919 2,009,000
Joint ownership 5L,67L 6,87L ,000
Total 115,130 14,676,0002

a
The Bureau has been_unable to reconcile the difference of 56,000
acres between individual Indian land allotments of 14.676,000
acres as shown above and the total of 14,732,000 acres as shown
on page 93.
Some of the factors thai tehd to complicate the hei - &
lems of Indians are as follows: P ¢ helrship prob

1. Ipdgan heirs do not ordinarily have the cash or credit fa-
cilities to settle estates when physical partition of the
land is not practicable.

2. The responsibility as well as the major part of the cost
of administration of Indian estates is borne by the Fed-
era; Governmgnt. No economic incentive exists for the
Indians to simplify the status of heirship lands.
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3. Indian family relations are generally more complicated
than those of non-Indians. Indlan marriage and divorce
procedures may follow tribal custom rather than state law.
The act of August 15, 1953 (67 Stat. 588), however, made
Indians in certain states llable to the laws which apply

to other citizens. (See p.51.)

Because land owned by an Indian who receives a certificate of
competency or a patent-in-fee is subject generally to all taxes im-
posed on lands owned by other citizens of the United States, the
Indians in some cases have been reluctant to apply for certifi-
cates of competency and patents-in-fee. Furthermore, the fallure
of Indians to apply for a certificate of competency and patent-in-
fee on allotted lands held in trust for them has caused the Bureau
many technical and legal difficultles in carrying out the with-
drawal of its supervision over Indian lands,

It is the policy of the Congress, as declared in House con-
current resolution 108, Eighty-third Congress, first session:

"#%% to make the Indians within the territorial limits
of the United States subject to the same laws and en-
titled to the same privileges and responsibilities as

are applicable to other citizens of the United States,

to end their status as wards of the United States, and

to grant them all of the rights and. prerogatives pertain-
ing to American ciltizenshilp; and *¥* the Indians within

the territorial limits of the United States should as-

sume thelr full responsibilities as American citizens #*** %

The land problem, in our opinion, is basic to the objectives
of an orderly withdrawal program. Untll a solution 1s found, how-
ever, for the obstacles which have influenced the Indians to re-
frain from taking the 1nitiative in obtainling patents, the Bureau
wlill not be able to effectuate the policy of the Congress enuncl-
ated above. The withdrawal problem has been further complicated
by the fact that the courts have held that the Secretary of the
Interior may not lssue patents-in-fee, with respect to trust lands
in a tax exempt status, wilthout the consent of the Indian con-

cerned.,

Backlog on land transactlons

At June 30, 1952, the Bureau reported a backlog, exclusive of
work related to heirship determinations, amounting to about 14,180
land transactions of all types. This backlog incluued 3,443 re-
quests for the sale of land and 1,153 applications for patents-in-

fee.

The policy of the Bureau from 1933 to 1950 was to encourage
Indilans to retain their lands and very few sales or fee patents
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were authorized. This restriction resulted in a great number of

applications for sales and fee patents since l950g€hat have not

yet bgen satisfied. 1In addition to this change of policy and the

?ggégiggi%ewogghcauged by fractionated ownership of land through
er factors causi i

the puiane éo Lo using this backlog were reported by

l. Increase in mineral leasing activi ty.

2. Growing demand for rights-of-way due to expansi
= 0
transmission lines over reservaZions. ® n of power

3. Taking of land for dams and reservoirs with res
problems in connection therewith. esettlement

h. High agricultural prices that interest - -
chasing Indian langs. est non-Indians in pur

Although the Bureau was not able to kee i

. A P pace with the demand
fgrlland transactions during fiscal year 1953, the number of sales
gcheggge?nd fee patents issued increased as shown in the following

Fiscal year

1053 1922

Fee patents issued to Indians 62
Tracts sold through advertised 3%
sales 1,721 496

During fiscal year 1953 the Bureau removed %,52

tr
from trust or restricted status. This is abégt72 pggggngfo%agge
1%5,130 tracts in such status at June 30, 1952. 1In addition
about 1,000 transactions of various types assisted in reduciﬁg the
gfgggg.and probate work of the Bureau. These transactions in-

697 sales between Indians

97 conveyances without considerati
ion b
relatives etween close

193 conveyances to tribes

78 exchanges between individual Indians and
t
and between Indians and non-Indians ribes

The above transactions generally are for the purpose of consoli-

‘dating individual holdings cr acquiring land in economic farm or

grazing units and tend to reduce th :
single individual or group., e ownership of a tract to a
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As insufficient manpower was reported to be a contributing
factor to the above situation, an effort was made to reduce the
backlog by detailing employees engaged in other work to assist on
land activities. This procedure has not resulted in any appreci-
able reduction in the backlog because, generally, such employees
were assigned to the land backlog for only short periods of time
at the sacrifice of other programs and their effectiveness was
limited by a lack c¢f experience.

- In its survey report on the Bureau of Indian Affairs; dated
Janugry_é, 1954, the Secretary's survey team emphasized the firm
conviction that "without a more concentrated attack upon this land

problem, no real progress can be made toward meeting the over-all

objectives of the Bureau."

The survey team recommended that the Bureau of Indian Affairs
and the Department of the Interior exert every possible effort to-
ward obtaining increased appropriations to place and keep land
activities on a current basis. The team pointed out also that an
urgent need exists for a clear statement of poliey regarding the
management of Indian trust property.

WITHDRAWAL PROGRAM

The Secretary of the Interior established a Division of Pro-
gram in the Bureau of Indian Affairs on November 8, 1951, to
assist in achieving the ultimate objective of bringing about termi-
nation of Federal supervision over the Indians of the United States
and Alaska. This division was also designated to work in coopera-
tion with other organizational units of the Bureau both in Washing-
ton and the field as well as with Indian groups, other Federal
agencies, state and local governmental officials, and other inter-

ested persons.

Achievements under the withdrawal program to June 30, 1953,
were reported by the Bureau as follows:

1. Development of plans for a nationwide survey of the circum-
stances of each Indian tribe, band, or group under Bureau
jurisdiction. An inventory check list consisting of four
parts was devised and information on 200 different tribes,
bands, and groups of Indians was compiled. This informa-
tion consisted of the following:

a. Compilation of data including the appraisal of partic-~
ular qualifications of the tribe to independently man-
age-its affairs. . _ ' '

b. Pace of progress of Indian group toward independence
_.and from need: for Federal supervision. ' _

c¢. Delineation of major problems impeding Indians' prog-
ress toward the basic c¢bjective of withdrawal of Fad-
eral supervision.

d. Listing of Indian groups considered presently able to
manage their affairs without further supervision of
the Federal Government.: ' '

This data served as a reference to the progress made by
the Bureau toward the withdrawal of Federal supervision
over Indians up to the time of the nationwide survey made
in August 1952 by the Bureau.

2. Beginning of work on a legislative program to secure neces-
sary authority to assist in alleviating known problems such
as heirship fractionation (see pp. 98 to0100) as well as
those problems disclosed by the inventory check list.

3. Continuance of work with Indian groups in the development
of rehabilitation as well as termination programs.

Funds to support the activities of this division are included

in the appropriations for resourcss management {agricultural and
industrial assistance) and community services {welfare-tribal re-
lations).
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GENERAL AND FINANCIAL ADMINISTRATION

General and financial administration in the Bureau involves
the direction, control, and coordination of programs and activi-
ties and the furnishing of services necessary to the operation of
the technical divisions. The administrative divisions in the cen- |
tral office and the field handle procurement, property management,
budgeting and accounting, certain phases of construction, person-
nel administration, organization and management planning, communi-

cations, and files. |

During our audit we noted numerous deficiencies in adminis-
tration and mana~ uent controls. Inasmuch as these defiglencies
had, primarily, area-wide rather than Bureau-wide.signiflcance, we
presented many of them along with our recommendations for correc- |
tive action to the Commissioner in area audit reports. The area '
reports were submitted from October 1953 to qupe l?5h anq included
specific comments on almost every Bureau activity including health,
education, welfare, credit, extension, forest management, range
management, irrigation and power, land, procurement, property man-
agement, budgeting and accounting, and sundry othe; matters. We
believe that adoption of the recommendations made in the area au-
dit reports will result in greater efficiency and economy in the

Bureau. '
FINANCTAL STATEMENTS

We have included as schedule 1 (p. 122 ) statements on the Bu-
reau's power systems operations for 1952 and 1951, as reported by
the Bureau to the Federal Power Commission. Our audit was not di-
rected to a verification of these statements. Accordingly, we can-
not state that they present fairly the results of power operations

for the periods shown.

We have not included a consolidated balance sheet or consoli-
dated statement of financial operations in this report because the
Bureau does not prepare such statements. We believe such reports
are desirable and would be beneficial to management in reviewing
the Bureau's over-all operations and financial condition. In view
of the numerous accounting deficiencies disclosed by our audit,
however, it is our opinion that a consolidation of available area
office financial statements at June 30, 1953, would not present
fairly the Bureau's over-all operations and financial condition.

PROCUREMENT

Except for procurement on contracts exceeding $10,000, the Bu-
reau's central office has delegated procurement authority to the
area offices. The area offices permit the agency, subagency, and
other field offices varying degrees of autonomy in procurement ac-
tions. By order of the Secretary of the Interior in February 1953,

104 ] |

contracts for amounts in excess of $10,000 must be approved by the
Office of the Secretary before they are executed. The central of-
fice also reviews individual procurement actions by the areas for
amounts from $500 to 310,000,

Our review of the Bureau's procurement practices and proce-
dures disclosed that me- - important regulations by the General

- Services Administratic . and manual requirements of the Bureau had

not been complied with or were circumvented. In many instances
the deviations were recurring. These deficiencies included the

following:

1. General Services Administration stock items were purchased
in the open market without necessary clearances being ob-
tained.

2. Repetitious issues of open market purchase orders were
made to the same vendors for goods and services of a sin-
gle class. Greater use should be made of open account pur-
chasing to reduce the volume of purchase orders.

3. Purchase orders not of an emergency nature were issued _
after the goods or services had been received. This prac-
tice results in the danger of overobligating funds because
no determination as to availability of funds is made be-
fore .issuing a purchase order.

L. Employees without delegated prosurement responsibilities
handled entire transactions.

5. Quotations were seldom obtained for orders amounting to
less than 100, and it appeared, in some instances, that
purchase orders were split to avoid the Bureau requirement
relative to the securing of quotations for orders of $100
and over. Quotations on orders under $100 are obtained
only when "practicable and economical,"

6. Delivery dates on purchase orders were not indicated or
were indefinite. Descriptions of items were incomplete
and, in some instances, the specifications used were re-
quested from the vendors.

7. Procurement employees were not familiar with certain perti-
nent procurement regulations.

8. Lack of planned procurement and periodic purchasing was
noted for various supplies with a recurring need. As a
result, the volume of purchase orders and payment vouchers
were greatly increased unnecessarily.
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9. Many purchase orders for small amounts could be handled
more expeditiously and at a saving in administrative costs
by use of imprest cash funds or the combination purchase

order, invoice, and voucher(S.F. 4L).

10, A Standard‘procedure did not exist for determining the
availability of items in storerooms before issuing pur-
chase orders. As a result, excessive purchase orders

were issued.

11, Mailing lists were not kept current. As a result the
best bid prices may not have been obtained by the Bureau.

12. The safekeeping of sealed bids prior to a public opening
of the bids was inadequate. At certain locations sealed
bids were kept in an unlocked file drawer. Such a pro-
cedure does not insure that the contents of the bids will
remain unknown to anyone other than the bidder until the
bids are opened in public as is required by law (41 U.S.C.

app. 5k.12-11).

13. Goods and services were reordered under terms of contracts
which had expired.

14. Monthly procurement reports were not prepared in accord-
ance with instructions issued by the General Services Ad-
ministration and in the Indian Affairs Manual. Reports
were sent out containing erroneous procurement figures and
erroneous volumes of procurement actions. Area office em-
ployees did not correct these errors when reviewing field
office reports and preparing consolidated procurement re-

ports.

Recommendation

We recommend that the Bureau take effective action to
eliminate these and other violations of sound procurement practices

and procedures.

The Juneau area office of the Bureau entered into a contract
dated April 7, 1953, with a contractor in Anchorage, Alaska, for
the movement and storage of a quantity of supplies and equipment
for use in the newly erected Bureau hospital in Anchorage, Alaska.
The contract specified a unit price per short ton but the contrac-
tor billed and was paid for his services (unloading, hauling, stor-
ing, uncrating) on a measurement-ton basis. The costs of the
services rendered as computed by the Bureau on a short-ton basis,
as required by the contract, amount to $27,376. The contractor's
billin%s for the same services computed on a measurement-ton basis
total $132,330, or a difference of $104,954. As a result of our
questioning the propriety of payments based.-on measurement tons,
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the Juneau area office withheld payment of the contractor? i

t J s final
invoice in the amount of {74,268 and billed the contractor $30,686
for the excess amounts previously paid in error. o

PROPERTY MANAGEMENT

Numerous serious deficiencies in propert
. y management have -
isted throughout the Bureau for many years. The Bogs-Nugent refx
Eorp to Congress, dated February 1951, and the Booz, Allen and
uﬁg;&ﬁgnpgggzgement sgrvey repgrt, dated November 1950, disclosed
ures and unsatisfactory conditions i :
property management. ' 4 rons in the Bureau's

In an effort to correct the deficiencies the Bureau organized
the Brangh of Property and Supply in 1950 and prepared direftives
to the field which were incorporated as part of the Indian Affairs
Manual. In May 1951, shortly before the issuance of this section
of the Ipdlan Affairs Manual, the Bureau appointed a survey unit
to expedite the cleanup and other phases of the property manage-
ment program. The survey unit, consisting of three Bureau emﬁloy~
ees, visited numerous Bureau installations and disposed of large
quantities of unserviceable and obsolete vehicles, supplies, and
quipmenp. Our audit disclosed, however, that serious-weakﬁesses
still exist in the control, care, and use of Federal Government
ggg{g;?y and supplies. Comments on some of these deficiencies

1. Property and equipment records are inadequate

Property and equipment records have i i
C T not been maintained or
have been.pooyly maintained. Although a property management ;ro~

all property and equipment owned
was not recorded properly on the
Eggeauff records. A complgte physical inventory withpsubgequent
oncilement to balances in general ledger accounts had not been
accomplished in most areas in recent years,

At several locations the balan i
¢ces in the stores ledger and
ghe.fgne?al ledger accounts were not in agreement, nor cguld a rec-
nei 1§t10n be.m@de as these records were not maintained in accoré-
ance with provisions of the Indian Affairs Manual.

In the central office there were no records of accountability

or responsibility for minor equipment Th
] : . e only such r
ma jor equipment were accountability records on gffice mggﬁzg:s?n
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Tn certain areas we noted that tagging of equipment, prepara-
tion of property cards, and disposition of obsolete equipment was
not current. In one area property work is about 12 man-years in

arrearse.

Our review of selected property cards in one area showed the
following deficiencies:

a. Many cards do not show the cost of the assets.
b. No amounts were included for the cost of freight-in.

¢. No cards showed the activity or branch which has custody
of the equipment.

2. Operation of heavy equipment shops

In one area we noted that various operating branches (such as
Roads, Irrigation, and Soil and Moisture Conservation) operate
their own heavy equipment shops. Where two or more of these shops
are operated in the same general location, duplicate levels of su-
pervision and parts storehouses result.

3. Excessive number of motor vehicles

Our review of the utilization of motor vehicles at the sev-
eral areas showed that some vehicles had little or no use during
the year. For example, a branch at one agency had one employee
who had been assigned four vehicles. This employee stated that he
needed only one vehicle,

In another area the custody of vehicles was vested in the
branch financing the purchase of the vehicle. Instances were noted
in which individuals to whom vehicles were assigned were requested
by the area property management section to release automobiles but
would not do so. Although in excess of 1,000 motor vehicles were
reported by the area office to be on the reservation, there was no
inventory of vehicles nor were inventory or use records maintained.
The braich having custody of the vehicle was responsible for its
operation and maintenance. The property management secticn had no
responsibility for the operation and maintenance of vehicles and
the area had no preventive maintenance program or consolidated ga-

rages.

Our audit disclosed various year-end purchases of automotive
equipment among which were four pickup trucks charged to the 1953
appropriation for resources management. The circumstances sur-
rounding the purchase of these four trucks showed that the trans-
action was not properly chargeable to 1953 funds because a bona
fide need for the equipment did not exist during that year. We be-
lieve that the purchase of the trucks during fiscal year 1953 was
for the sole purpose of obligating an expiring current appropria-
tion. Accordingly, we advised the authu:s’ ::d certifying officer
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that the contract cost of the trucks was properly chargeable ;to
appropriated funds available for the fiscal year 1954, and that
obligation of 1953 funds for this purchase was in contravention of
law.

The usage of motor vehicles in various areas show that the
motor vehicle needs should be reexamined and the vehicles not
needed at one location should be transferred to other locations
where ghey may be needed or made available for disposal as excess
to needs.,

4. Excess materials, supplies, and equipment

In one area we noted that large quantities of materials ex-
isted, which were excess to the needs of the branch that purchased
or requisitioned them. This situation arose because property and
supply clerks working in the operating branches did not report
this excess to the property and supply officer. Such reporting is
not now made but it is the only way the property and supply officer
can know that these excess supplies exist.

Large quantities of supplies and equipment were left by the
Army and Navy when they evacuated a station at Mount Edgecumbe,
Alaska, in 1946, The Bureau acquired this equipment and stores,
but has used only a little of it. Several warehouses are still
filled with new, unused equipment and stores. Responsible Bureau
employees informed us that they had established no inventory rec-
ords for the material because it was not procured with funds ap-
propriated to the Bureau, and, accordingly, this material has
never been inventoried. Much of the remaining property and stores
will never be used at this station, but no apparent effort has
been made to dispose of this excess.

Recommendation

To prevent the repetition of the serious deficiencies in
property management disclosed by our audit, we recommend an aggres-
sive program of instruction and supervision by area and central of-
fice officials. Specifically, we recommend that:

a. Provision be made for a complete physical inventory of all
property and equipment, during the fiscal year, pursuant
to written instructions issued by the property and supply
branch; the general ledger accounts should be adjusted to
agree with physical inventories so that proper control over
the Bureau's property and equipment may be achieved.

b. When more than one heavy equipment shop is located in one
general location, the shops be consolidated into one where
possible, or combined with the consolidated garages previ-
ously recommended, in order to reduce parts inventories
and salary costs.,
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Motor vehicle pools be established at the larger offices
in order to reduce the number of motor vehicles owned by
the Bureau., Consolidated garages for maintenance of Bu-
reau vehicles should be established wherever practical to
facilitate a properly planned and supervised maintenance

program,

Listings of materials, supplies, and equipment which are
excess to the needs of one station be prepared and circu-
lated throughout the Bureau so that appropriate disposal
by transfer or sale may be made of materials, supplies,.
and equipment determined to be excess to the Bureau's

neeads,
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AUGMENTING OF APPROPRIATIONS
FOR_"GENERAL ADMINISTRATIVE EXPENSES"

During the fiscal years 1952-53 and continulng in fiscal
years 1954 and 1955, the Bureau has charged certain costs of gen-
eral administratlion to appropriations other than those for "Gen-
eral Administrative Expenses, Bureau of Indian Affairs (fiscal
year)," symbol 14 2016, This procedure augments funds for "Gen-
eral Administrative Expenses" as limited by language in the annual
appropriation acts for those years.

Buréau obligations incurred for the fiscal years 1952-55 for
general administrative costs compared with applicable appropri=-
ations made for this purpose are summarized.

GAE obligations

From GAE From other
GAE | (14 _2016) ap-  appropri-
appropriation Total propriations ations
1952 $3,525, 647 $3,560,1448 $3,494,319 $ 65,8258
1953 3,523,647 ﬁ,3gl,808 3,432,651 369,197
195 3,000,000 $309,375 2, s 190 1,402,5
1955 2,750,000 4,778:ogab 51750: 4000 2.023,0820

8The Bureau informed us that the 1952 obligations of $3,560,144
for general administrative costs do not include all obligations
actually incurred for this purpose because some area offices did
not report to the Bureau'!s central office all such financing.

bEstimated.
CAllotted..

The expenses of general administration listed above exclude obli-
gations incurred against Indian tribal funds as follows: fiscal
year 1952, $309,492; 1953, $349,066; 1954 estimated, $424,578; and
1955 estimated, $397,122,

Illustrative of the sources from which the Bureau financéd
its obligations for general administrative costs are those shown
below for the fiscal year 1953.
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? | ; Administrative Expenses"™ for the fiscal year 1954. Congress ap-
' propriated $3,000,000 for this purpose or a decrease of $750,000

"General Administrative Expenses," symbol 1432016 $2|982 611 ; ’ from Bureau estimates. The Bureau's actual obligations for gen-

Appropriations Amount

eral administrative costs for this period totaled $4,389,375 which
included $1,402,585 charged to appropriations other than "General

Other funds: L
Health, education, and welfare services 366,968 L Administrative Expenses.® This was an increase of $533,388 over
Resources management 121,989 - 1953 general administrative costs charged to other than the "Gen-
Construction ' 147,487 oo erdl Administrative Expenses" appropriation. A similar condition

Special and trust funds: occurred in 1955. The Bureau requested $3,000,000 for "“General
Operation and maintenance, Indian irrigation ; Administrative Expenses" for this period. Congress appropriated
systems 22,250 P $2,750,000, a reduction of $250,000 from Bureau estimates. To
Operation and maintenance, power systems, L supply the shortage of funds thus created the Bureau has allotted
Indian irrigation projects 20,345 3 $2,028,084 for general administrative costs from other appropri-
Indian moneys; proceeds of labor, agencies, L ations. This is an increase of $625,499 over 1954 administrative
169,450 L .costs charged to other than the "General Administrative Expenses®

schools, etc.
Commutation of treaty obligations, Choctaw appropriation. Thus, by annually increasing allocations for costs
of general administration to other appropriations to compensate

Nation of Indians in Oklahoma 208
Construction and rehabilitation, Bureau of Rec- : for congressional reductions in the "General Administrative Ex-
lamation (Missouri River basin study) 20,500 | penses" appropriation, the Bureau, in effect, nullified a specific
: 25 i mandate of the Congress to decrease said costs.
2.122 | ! :
L The appendixes to the budgets submitted for the fiscal years
Total obligations incurred for general administra- 3 1954 and 1955 indicate that the Bureau's appropriations for "Gen.
tive costs $4,351,808 L eral Administrative Expenses®™ have been supplemented by the use of
; other appropriation accounts. The Bureaufs justifications for

those years, submitted to the Congress, in suprort of its request
for funds for this purpose, however, do not disclose such a method
. of increasing its "General Administrative Expenses® appropriations.

Review“of the budget justifications for the fiscal year 1953
shows that $5,217,000 was requested for "General Administrative
Expenses" (pp. 164-172) for general administration at the central f
office, 11 area offices, and 43 reservation (agency) offices. Sim- ' ;
ilarly the justifications for the Bureau's request to the Senate ‘The Bureau has informed us that it has used this method of
for restoration of the House cut of "General Administrative Ex- : supplementing "General Administrative Expenses™ appropriations for

penses" for the fiscal year 1953 (p. 518 Senate Hearings on H.R. ! several years. It contends that appropriations for "General Ad-
) ‘ ministrative Expenses™ have not kept pace with the increased pro-

7176) shows that:
gram activities prescribed by the Congress. It claims that, as an
‘ alternative to closing essential facilities because of inadequate

"This appropriation must finance the over-all admin- - A :
general administrative appropriations, it was necessary to allo-

istrative direction of the Bureau's operations, the legal 5 i
work, and the following types of administrative tasks cate a portion of its general administrative costs to the benefit-
which must be performed in the central office and approx- : ing activity "although it meant the absorption of expenses not

: contemplated in the program activities budgets."

imately 54 field offices =ik
In its budget estimates for 1955 (p. I-154-156) the erroneous

1. Fiscal Management i i

2. Personnel Management : impression is created that the General Accounting Gffice had ap-

3. Property Management proved the Bureau's method of financing its general administrative

L. Organization and Methods costs.

5. Office Service" |

: 1 It is our opinion that the Bureau did nct make adequate dis-

The Bureau's reliance upon funds appropriated for other pur- closure to the Congress of either its actual costs of general

administration or its method of financing such costs in excess of

poses to supply the deficiencies created in its "General Adminis- i

trative Expenses™ appropriations by congressional reductions is i appropriations. This Bureau practice serves to nullify the action
of the Congress in appropriating for "General Administrative Ex-

further demonstrated by a‘comparison of programed estimates on-
gressional appropriations, ang_actual exgenﬁitures for the éigcgl penses™ amounts smaller than those requested by the Department of

years 1954-55. The Bureau requested $3,750,000 for "General

| y
112 8 113




the Interior and, in effect, diverts funds appropriated for pro-
gramed activities. Consecuently, congressional control over the
use of appropriated funds is seriously weakened. : '

Recommendation to the Bureau of the Budget

We recommend that the budget estimates disclose fully
the manner and means of financing the Bureau of Indian Affairs?
costs of general administration. Such disclosure will provide the
Congress with a proper basis for:

1. Evaluating the Bureau of Indian Affairs! annual perform-
ance under prescribed programs.

2. Appropriating funds for general administrative costs for
such performarice.

This may be accomplished by requiring the Bureau of Indian
Affairs to ircorporate in the green sheet estimates (S.F. 3a)
presented to the Bureau of the Budget a breakdown of each pro-
gramed activity to which it is allocating any part of its general
administrative costs.

Recommendation to the Secretary

of the Interior and the Bureau

To provide the Congress with a proper basis for appro-
priating funds for general administrative costs and for evaluating
the Bureau's annual performance under prescribed programs, we rec-
ommend that the Bureau:

1. Disclose fully to the Congress the procedure used to sup-
plement funds appropriated for "General Administrative
Expenses." :

2. Submit a detailed Jjustification for all general administra-
tive costs to the Congress for all fiscal years in which
any costs of general administration were financed from ap-
propriations made for other purposes.

3. Hereafter, include in the detailed budget Justifications
for every Bureau activity the extent to which general
administration costs are to be financed from each activity.

LIMITATIONS IMPOSED BY APPROPRIATION ACTS
“AND_OTHER ACTS

Passenger motor vehicles

The 3Jureau has not complied with the limitation imposed by
the Congress on the purchase of passenger motor vehicles: Under
provisions of the Interior Department appropriation acts, the
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Bureau was limited to the acquisition of 160 (for replacement only)
passenger motor vehicles for 1952 and 260 (250 for replacement
only) for 1953. The Bureau reported to the Department of the In-
terior purchases of passenger motor vehicles applicable to these
limitations in 1952 and 1953 as follows:

Limitation Purchased
1952, for replacement 160 153
19532
For replacement 250 183
New 10 10

In addition to reported purchases of passenger motor vehicles, how-
ever, the Bureau purchased 20 pickup coupes in 1953 and 13 in 1952.
Our examination of purchase records at General Services Administra-
tion and in the Bureau disclosed that for some coupe pickups in
both years there was no indication that the vehicles were pur-
chased as replacements for other vehicles.

The coupe pickups purchased by the Bureau were described in
the specifications as passenger coupes with chassis constructed
and designed primarily for passenger~carrying vehicles. The only
added feature was a box attachment. Based primarily on the addi-
tion of the box attachment at an increased cost of about-$150 a
vehicle, resulting in slightly greater carrying capacity, the
Bureau has classified these vehicles as trucks. For this reason
the coupes have not been reported as passenger motor vehicles
under the appropriation act limitations on the acquisition of such

vehicles.

The classification of these vehicles as trucks circumvents
congressional control over the purchase of passenger-carrying mo-

‘tor vehicles. The addition of a tailgate attachment to the body

of a coupe or sedan does not affect the character or efficiency of
such vehicle as passenger carrying, nor its usefulness for that
purpose.

Personal services, construction

The construction appropriation of $10,575,000 for fiscal year
1952 included a limitation on personal services of $2,642,950.
This limitation was applicablé only to the $10,575,000 appropri-
ated for construction for fiscal year 1952. The next preceding
and next succeeding year of appropriated construction funds con-
tained no personal service limitations.

During fiscal year 1952 the Bureau expended $3,577,219 for
personal services out of all available construction moneys, somne
of which were a{propriated in previous years without any limita=-
tion on personal services. The Bureau did not maintain separately,
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by yvears, the different year construction funds and therefore the : '
degree of compliance with the limitation on personal services from

construction funds could not be ascertained. Moreover, although

the Bureau's branch of budget and finance allotted the construc-

tion funds for personal services and all other objective classifi-

cations separately, reporting on this basis was not required by

the branch and no follow-up has been made. During fiscal years

1953 and 1954 the amount of expenditures for personal services

chargeable to the 1952 construction limitation was not reported by-

the field offices to the Bureau's central office and is, therefore,

not available.

For fiscal year 1955 the appropriation for construction again
places a limit on payments from construction moneys hsrcas con-
struction appropriations for fiscal years 1951, 1953, and 1954
carried no such limitation. The appropriation language for con-
struction for the 1955 fiscal year has been strengthened, however,

and reads:?

ik That, during the current fiscal year, not more than
$3,800,000 of the funds available under this appropri-

ation heading shall be available for personal services k¥, M
(Underscoring supplied)

Formerly the Bureau had applied the personal services limitation
only to the fiscal 'year in which funds were appropriated. The

maintenance of adequate records by the Bureau should make the lim~ I
itation on personal services more effective in the future.

ACCOUNTING AND INTERNAL CONTROL

A new accounting system for the Bureau was installed through |
the joint efforts of the Bureau, the Division of Budget and Fi-
nance of the Department of the Interior and the Accounting Systems
Division of the General Accounting Office early in calendar year
1953 after a test period of operation. The present prescribed
accounting system is adequate. It is based upon recognized prin-
ciples of accounting. Our audit disclosed,however, numerous defi-
ciencies in nearly every phase of accounting operations, particu-
larly on irrigation and individual Indian moneys accounts.

Unless the accounts are maintained properly, the Bureau can-
not hope 2 obtain the required control over its assets or the
maximum benefit from the new accounting system in carrying out its
financial and trust responsibilities. In our area reports we have
recommended that the Commissioner take positive action to require :
correction of the numerous accounting and other deficiencies found |
in the audits of the respective areas.  This can be achieved only
through an understanding of what is required by the accounting
system and effective supervision to assure that those requirements
are met.

Indian Service Special Disbursing Agents

The Bureau has a number of bonded disbursing officers who
receive, hold, and disburse moneys for the benefit of individual
Indians and Indian tribes. The disbursing officers perform com-
mercial banking. services for Indians and are called Indian Service
Special Disbursing Agents. These officers also have bonded as-
sistants known as Deputy Disbursing Agents. These fiscal agents
handle some 25 to 30 million dollars a year based on estimates by
the Bureau. Data submitted by the Bureau to the E}ghty-second
Congress in connection with House Resolution 698( shows that
Indian Service Special Disbursing Agents handled more than 88,000
accounts with balances in excess of $61,000,000 for individual
Indians and Indian tribes. :

During our audit we noted many deficiencies in the accounts
and procedures of the Indian Service Special Disbursing Agents
(ISSDA's). The accounts of certain Indian Service Special Disburs-
ing Agents were unsatisfactory because of inadequate documentation
on disbursements and weaknesses in internal control and procedures.
We have informed the Commissioner by letter of the poor condition
of" the ISSDA accounts. Deficiencies noted in these audits in-
cluded the following:

1., The internal check on individual Indian moneys was inade-
quate because of concentration of duties in few employees. 1In
many instances the same employee was responsible for collections,
disbursements, and accounting records relating to Indian moneys
and securities. In the case of illiterate Indians, such a proce-
dure is particularly bad.

2. The individual account ledger and supporting records of
receipt and disbursement were generally in a deplorable condition.
Ledger sheets were missing. Many accounts showed debit balances

-which indicated they were overdrawn. In most cases no attempts

were made to reconcile the aggregate of individual accounts to the
balance as shown by the general ledger control account. Neither
was the aggregate of securities on hand in agreement with or recon-
ciled to the balance in the general ledger account for securities.

3. In many cases receipts were not issued for cash or securi-
ties received. Generally an accounting was not made of the pre-
numbered receipts.

L. ISSDA activities were, in some cases, handled by unauthor-
ized and/or unbonded employees.

5. Collections were not deposited promptly.

1H. Rept. 2503, 82d Cong., 2d sess.
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6. Disbursements were made on the basis of oral requests
rather than by use of the form provided for authorizing withdrawal
of funds. In some cases withdrawal request forms did not have the
required approval by a Bureau employee.

7. Disbursement checks were routed through the Bureau em-
ployee originating the request instead of sending checks direct
to the payee.

8. Forms authorizing disbursements did not indicate c'early
that the Indian whose account was charged actually received the
money. Instances were noted where an Indian used a signature on
one application authorizing disbursement and a thumbprint on an=-
other. Thumbprint authorizations for -illiterate Indians were not
always witnessed by two persons as required by Bureau procedures.
One member of an Indian family signed authorizations for disburse-
ments for all members of his family.

9. Generally the procedures prescribed in the Bureau Manual
of Accounts were not followed.

10. In some instances responsible Bureau officials at field
locations showed little concern regarding the poor condition of
the ISSDA records and the weaknesses and deficiencies in the pro-
cedures followed.

The conditions listed above exist in varying degrees at locations
under jurisdiction of area offices.

As one of the means of reducing the opportunities for mis=-
handling of funds, the Bureau proposes to eliminate the Indian
Service Special Disbursing Agents and to establish in lieu thereof
Assistant Treasury Disbursing Officers who will be located at var-
ious Bureau agencies where the individual Indian money transac-
tions occur. The Bureau has discussed this proposal with
officials of the Treasury Department but final arrangements had
not been made at November 1, 1954.

_In fiscal year 1952 the Bureau discovered that a-Deputy Dis-
bursing Agent.in one area had embezzled more than $20,000 from a
number of Indians during the period 1945-51. Action has been ini-
tiated by the Department to recover the funds from the bonding
companies. The matter has also been referred to the Department of
Justice. This former employee is now in prison on a separate em-
bezzlement charge in a case brought to court by the Veterans Ad-
ministration.

Our audit in July 1953 of another area office disclosed that
an authorized collector agent had embezzled in excess of $750 in
collections belonging to the Government. At November 1, 1954, the
matter had been investigated by the Office of the Secretary but a

report had not been issued. Consequently, the case had not yet

[
!

been referred to the Department of Justice for possible criminal
action against this former employee. The estimated amount embez-

zled was recovered.

Recommendation

To discharge satisfactorily its responsibility for han-
dling individual Indian money accounts, we recommend that the
Bureau take aggressive action to insure that procedures and regula-
tions outlined in the Indian Affairs Manual are followed closely.
We recommend further that the Department of the Interior make
prompt-investigation of cash irregularities which have been dis-
closed, so that reports may be issued promptly to the Department
of Justice if criminal prosecution appears warranted. We noted
that a considerable lapse of time occurs between the investigation
of and the reporting on irregularities. In our opinion, cash ir-
regularities should be investigated and resolved promptly. We
believe that prompt criminal prosecution of embezzlements would
have a marked salutary effect on the operation of the Bureau's
collecting and disbursing agents.

Internal auditing

The Bureau established an internal audit-organization in Jan-
nary 1953 in the branch of-budget and-finance, division of adminis-
tration. To June 30, 1954, the staff, consisting of 5 auditors -
and 1 stenographer, was engaged primarily in assisting and advis-
ing field employees in the requirements of the new accounting
system. In April 1954 the internal audit function was transferred
to a separate audit branch responsible directly to the Assistant
Commissioner for Administration.

The Assistant Commissioner for Administration informed us
that the internal audit staff should finish its present assignment
of rendering assistance to field employees on the operation of the
new accounting system by June 30, 1954. Beginning with fiscal
year 1955 the staff will make audits at field locations based on
an audit program to be developed and will render reports thereon
to the Assistant Commissioner for Administration. The internal
audits will be limited to accounting and related functions for the
foreseeable future. Plans for the adoption of an internal audit
of cperating programs have not been developed.

Recommendation

We believe the need exists for considerable development
of the internal audit organization and an enlarged scope of in-
ternal audit work. We recommend, therefore, that the Bureau take
appropriate action to bring into effect a program of this nature.
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SCOPE OF AUDIT

Our audit df the Bureau of Indian Affairs for fiscal years _
1952-53 included a review of the Bureau's principal operating ac-
tivities and a selective examination of financial transactions in

the following manner,

1. We reviewed the basic laws authorizing the activities, and
the pertinent legislative history, to ascertain the purposes of
the activities and their intended scope.

2. We ascertained the policies adopted by the Bureau and re-
viewed those policies for conformance with baslc legislation.

3. We reviewed the procedures followed by Bureau employees to

determine the effectiveness of the procedures,

i, While we did not make a detailed audit, we examined certain
selected transactions to the extent we deemed appropriate under
the existing circumstances in order to settle the accounts of the
Bureau's fiscal officers for the regions visited for the year
ended June 30, 1953, Our examination was made with due regard for
the nature aud volume of transactions and the effectiveness of
internal eontrol. The examinatlion of transactions was conducted
in Washington, D.C,, at each of the area offices, and at other se-
lected fleld installations.

12N

SCHEDULE
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SCHEDULE 1 o
Page 1 SCHEDULE 1
Page 2
BUREAU o F INDIAN AFPFAIRS !
POWER SYSTEMS _ - : - NOTES TO POWER SYSTEMS STATEMENT
POWER SYSTEMS _ i
- OF REVENUES AND EXPENSES
STATEMENT OF REVENUES AND EXPENSES ' .
<TATENENT OF BEVENUES AND “.PENSE . J 1. The statement of revenues and expenses 1s based on reports
FOR 1952 AND 1951 {note 1) , made by the Bureau of Indian Affairs to the Federal Power
: Commission,
c do R P
Flathead Project san Carlos Progecy T 2omares roject ch g Purchased power at Flathead Project Power System-~The pur-
Power System Pow o Tacal year ende o %Sg pg;!erlgggortgd to FPC represents costs for the years ended
ctober and 1952
Kwh mount Amount Kwh mount ] . .
0 (000
omisend) onisend) omitted) 3. Deprecilation at San Carlos Project Power System-~The re- .
EVENUES: E:g{:dtgeggeciati?ndfor oi.lgndar year 1951 includes $66,050 appli-
BEVERISS: of electric energy: ; years epreciation on a power system transferred to
Residentisl or domesic 7,037 ARTE MR udh 23 420 . the San Carlos Project in March 1951. v RS
goﬁgrcill and igd::t;lul 8,298 160,018 19,523 260,003 1,505 28,723 ‘ )
ublic strest and highvay 27 3,726 - - - - : 4. Net income reported by Bureau at San Carlos Project Power
M Eovernmental 19,138 105,257 4,856 64,663 - - System--The net income reported by the Bureau to FPC of $176,610
B esan” pameing 47 4,192 22,571 190,245 1,628 13,571 gor 1952 and $144,145 for 1951 includes amounts reccrded as charges
Electric utilities 6,660 161,526 11,428 117,582 LY B°1' pumping. to the San Carlos Irrigation Project for which the
94,220 942,682 62,560 763,465 6,188 87,493 cgzgggsdgg: ?Otire!éger bills or receive payment. The unbilled
Miscellaneous revenue 2,794 276 32,458 in 1051. (Se:rpgaésor)x pumping Were. $190,2 5 in 1952 and $191,0ll9
Total revenue 945,476 263,741 119,95) ‘- ¢
EXPENSES: 5. Depreclation at Colorado River Project-~Th
=Gene. 46 7,904 - ~~-The Bureau reported
Ceneration ower Lo 55et2) 230000k 20,171 no depreclation charges for fiscal year 1952, por
glnamiasion and distribution igg,ggf %(]5?,‘3’82 3%;"92
Ot::xe'c ation . ’
Total expenses 762,493 582,131 26,282
NET INCOME REPORTED BY BUREAU $182,983 $176,610(%) $_43,669
Fiscal year ended
d 1 ) [ d J
Kwh Amoupt Xwh Amount Amoung
(000 (000 (000
omitted) omitted) omitted)
REVENUES: ¢ electrt
n :
A R esident ial or domestic Jlez aase L3 $Ban 645 $19,629
Bommercial and industrisl 7,750 150,538 21,549 265,034 911 18,925
Public atreet and highway
lighting 207 3,08 - - - -
Municipal and other
Bugavex-nmennli tpall 23,640 130,020 3,799 52,708 - -
reau use, principally
irri i i 234 3,539 21,901 191,049 1,416 13,054 .
Electric utilities esdt  ge8030]  1zaaek 173996 L3 181937
84,327 458,721 67,968 795,570 4,775 68,555
Miscellaneous revenue 132 1Y 16,205
Total revenus 858,858 296,118 84,820
P H
BIEENRES 6,433 75,895 - 5
P;::;:::gnponr 259,933(2) 302,822 16,007 :
s:nnn:uion and diatribution lg - Bg{ 12—3',’:8;(3’ 1 "{}3
»
Other o 591470 Az s |
Total expenaes 584,123 651,972 50.02% : ;
NET_INCOME REPORTED BY BUREAU 224,735 OTORITLY 84,796 :
%
Note: Commcnts on the following page are an integral part of this schedule, 1 2 2 { 1 23



- APPENDIX

BUREAU OF {NDIAN AFFAIRS
ORGANIZATION CHART
AT JUNE 30, 1953 .

SECRETARY OF THE
INTERIOR

FOR

ASSISTANT SECRETARY

PUBLIC LARD MARAGEMENT

BUREAU OF INDIAN AFFAIRS
OFFICE OF THE COMMISS1ONER

l

APPENDIX

CHIEF COUNSEL |

{ INFORMAT 10N OFFICER |

I 1 i 1
DIVISION OF DIVISION OF DIVISION OF DIVISION OF
RESOURCES ADMINISTRATI ON COMMUNITY SERVICES PROGRAM

AREA OFFICES

l, Aberdeen, S. Dak. }

JI__

Muskogea, Okla.

J

]

IAlbuquerque, N. Mex.* |

L

Phoenix, Ariz.

]

J

[ Anadarko, Okla. k

| Billings, Mont.

|

Portland, Ore.

]

{7 Sacramento, Callf.-AJ

[; Juneau, Alaska }**

[ Winneapolls, Minn, |

A~Lrwlhdow Rock, Ariz.* J

*Consolidated at Gallup, New Mexico, on April 1, 1954.
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APPENDIX

BUREAU OF INDIAN AFFAIRS

LOCATION OF AND GEOGRAPHICAL AREAS ADMINISTERED BY AREA OFFICES

AT JUNE 30, 1953

ABERDEEN, S, DAKOTA
North Dakota
South Dakota
Nebraska

ALBUQUERQUE, NEW MEXICO
Colorado
New Mexico

ANADARKO, OKLAHOMA
Kansas
Western part of Oklahoma

BILLINGS, MONTANA
Montana
Wyomlng

JUNEAU, ALASKA
Alaska
Seattle, (Washington
Lialson Officer)

MINNEAPOLIS, MINNESQTA
Minnesota
Wlsconsin
Cherokee (N.C.) Agency

MUSKOGEE, OKLAHOMA

PHOENIX, ARIZONA

Eastern Oklahoma

Choctaw Agency, Phliladelphla,

‘Mississippl
Seminole Agency, Dania,
Florlda

Nevada

Utah (except Inter-Mountain
School)

Arizona (except Navajo and
Hopl Reservations)

Sherman Instltute, Callfornia

PORTLAND, OREGON

Jdaho

Oregon

Washington (except Seattle
Liaison Officer)

SACRAMENTO, CALIFORNIA

California (except Sherman
Institute

WINDOW ROCK, ARIZONA

Navajo and Hopl Reservatlons
in Arizona

Inter-Mountaln School,
Brigham City, Utah
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